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Kemptville, Ontario 
Hepruary, 10, 1964. 


The Honourable William A. Stewart, 
Minister of Agriculture for Ontario, 
Parliament Buildings, 

Toronto, Ontario. 


Dear Sir: 


As members of the Committee appointed in accordance with 
terms of reference contained in the Order in Council dated December 
20, 1962 (copy appended), we have inquired into the flue-cured 
tobacco industry in Ontario and submit our final report herewith. 
This report presents the unanimous opinion of the members, subject 


to the minority remarks of Mr. Kerr which are included at the end. 


Yours very truly, 





ca A. Stinson, Chairman 


<4 


a te 
Albert C.. Ashforth,;| Member y 
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Lawrence Kerr, Member 
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ONTARIO FLUE-CURED TOBACCO INDUSTRY 
INQUIRY COMMITTEE 


TERMS OF REFERENCE 


The terms of reference of the Inquiry Committee are 


set out in a copy of an Order in Council dated December 20, 
1962 as follows: 


"The Committee of Council have had under consideration 


the report of the Honourable the Minister Of NerircuLeure, -cavcd 
December 20th 1962, wherein he states that, 


WHEREAS the production, marketing and processing of 


flue-cured tobacco is of great importance to the agriculture | 
economy of Ontario; 


AND WHEREAS the tobacco industry has been developed 


in Ontario through measures the purposes of which were intended 
to assure quality standards for tobacco, provide incentives for 
its production and facilitate the sale of flue-cured tobacco; 


The Honourable the Minister of Agriculture therefore 


recommends that a committee be formed consisting of the following 
members and such other members as the Lieutenant Governor in 
Council may appoint from time to time: 


Dr. FOr oe iiicOn, Kemptville, Chairman, 
Mr. Albert C. Ashforth, Toronto, Member, and 
Mr. Lawrence Kerr, Chatham, Member, 


to inquire generally into all matters pertaining ito whe flue- 
cured tobacco industry in Ontario, and without restricting the 
generality of the foregoing, to inquire into, 


ie 


the types and varieties of flue-cured tobacco best 
suited ef oreproduction injOntario; 


soils and climatic conditions required for efficient 
production of tobacco; 


allocation of areas within Ontario for the production 
Ol. pOUaCeCO: 


methods and practices involved in the produce: on or 
tobacco and the handling of tobacco before marketing; 


grades for tobacco, grading of tobacco and preparation 
OF “topacco for sele; 


systems and procedures for the sale of tobacco; 
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7. methods and procedures of processing and manufacturing 
of tobacco; 


8. movement of tobacco for domestic purposes and export 
trade. 


The Honourable the Minister of Agriculture further 
recommends that the Committee be empowered to inquire into 
any or all phases of the administration and the operations 
of The Ontario Flue-Cured Tobacco Growers! Marketing Board. 


And the Honourable the Minister of Agriculture 
further recommends that the firm of Price Waterhouse & Company, 
Chartered Accountants, be engaged to assist the Committee and 
that°Mr.° St. Elmo V. Smith of that firm be authorized to. take 
part in inquiries made by the Committee and when so doing have 
the status of a member of the Committee. 


And the Honourable the Minister of Agriculture 
further recommends that the Committee hold hearings at such 
times and places as may be necessary, and for such purpose the 
chairman or acting chairman shall have all the powers of a 
commissioner under The Public Inquiries Act. 


And the Honourable the Minister of Agriculture 
further recommends that the Committee report to the Honourable 
the Minister of Agriculture and make recommendations for the 
effective promotion of the flue-cured tobacco industry in 
Ontario. 


And the Honourable the Minister of Agriculture 


further recommends that Mr. J. B. Nelson of the Department 
of Agriculture act as secretary of the Committee. 


The Committee of Council concur in the recommendations 
of the Honourable the Minister of Agriculture and advise that 
the same be acted on." 
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REPORT OF : 
ONTARIO FLUE-CURED TOBACCO INDUSTRY 
INQUIRY COMMITTEE 


SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS 


General 


The Committee believes that the difficulties of the 
industry in recent years have been greatly increased by the lack 
of communication and co-operation between The Ontario Flue-Cured 
Tobacco Growers! Marketing Board on the one hand and the buyers 
and Canadian manufacturers on the other. This has been particularly 
evident in the areas of estimates of market requirements, cultural 
practices, grading and pricing of tobacco. 


The Ontario growers depend on Canadian manufacturers 
to purchase through the buyers the major portion of the flue- 
cured tobacco crop. The Canadian manufacturers are dependent on 
Ontario growers for more than 95% of their flue-cured tobacco 
requirements. A reasonable degree of co-operation between growers, 
buyers and manufacturers is obviously necessary for the well-being 
of the industry. Clearly the Canadian manufacturers are in the 
best position to provide, and should provide, the industry with 
forecasts of their requirements for manufacturing and inventory 
purposes. The growers should recognize that it is in the best 
interests of the industry for them to co-operate in the production 
of the type of tobacco required by the manufacturers. The buyers 
ean furnish information on the requirements of overseas manufacturers. 


The Committee has concluded that, as recommended in 
Section 5 of this report, legislation should be enacted to establish 
a tobacco advisory committee comprising representatives of growers, 
buyers, Canadian manufacturers and government. This advisory 
committee should be charged with the responsibility for ensuring 
communicaticn between the different segments of the industry with 
the object of promoting better co-operation in the present difficult 
and challenging times. 


Section eS Producti onmiControl 


The Committee has concluded that production control (the 


acreage rights system) for the flue-cured tobacco industry of Ontario 


} ‘ 
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Summary 
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is no longer feasible and should be abandoned as soon as possible. 
Some factors leading to this conclusion are: 


(a) Production controls have not succeeded in preventing an 
excess supply of tobacco, even though they have had 
the effect of keeping idle an average of 19% of all 
acreages with rights to produce in the five years from 
M958 LO 962. cnclusive.. . The. sizeof the. lobe surplus 
was such that it was necessary to make a levy on all 
producers and obtain government assistance to finance 
inceld tobacco. . ln. 96S, Che quota was. reduced, from 
75% to 60% of basic marketable acreage, yet total 
product Ton ni W965 sSresuimnaced-Gowbe: higher than in 
LoG2s 


(b) Acreage rights to produce tobacco have not been granted 
to “new growers-since 1959. By prohibiting’ the pro- 
duction of tobacco by farmers who do not possess 
acreage rights, The Ontario Flue-Cured Tobacco Growers' 
Marketing Board is infringing on the fundamental rights 
Of any farmer Co upilize his land, equipment, capival 
and’ skitie to the pest possible advantage’. 


(c) Capitalization of acreage rights in the cost of farms 
ands Lhe ginabeda live Gogucd 1Zes abl Tecilities. Lo. tine 
maximum because of the restrictions on production have 
resulted in pressure for higher selling prices for 
Lobacco . 


(d) When faced with reduction in acreage quotas, growers have 
Tendedeard) force tobaceo. production. per acre with con- 
sequent lowering of quality. The lowering of quality, 
coupled with the. pressure for higher selling prices, 
has been detrimental to full exploitation of the export 
Market; dt is eiiso likely to stimulate tobacco pro- 
duction in other provinces where no production controls 
are in effect and thus could lead to the permanent. loss 
of marketseror Ontario, producers. 


(e) Granting of acreage rights has been made on inconsistent 
bases in past years and such inconsistencies have been 
perpetuated. This has worked to the detriment of some 
growers as compared with others. 

The Committee recognizes that overa period of 30 years the 
acreage rights system has become firmly entrenched in the Ontario 
flue-cured tobacco industry. Many growers have purchased farms 
during this period and, through capitalization of the acreage 
rights, have had to pay in advance for benefits expected from 
the production control system. Because immediate complete with- 
drawal of production control might give rise to*chaotic conditions 
in the industry, the Committee recommends that a withdrawal program 


be instituted whereby over a five-year period production controls 


os dt 
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Summary 
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would be eliminated. For exampie, annual quotas might be increased 
to, say, 75% of basic marketable acreage in 1964 with minimum 
annual quota increases of 5% of basic marketable acreage thereafter 
regardless of market conditions. At the end of the five-year 
period, production of tobacco would be open to anyone who wished 

to grow it. In the meantime, every possible effort shouid be made 
through appropriate federal and provincial government departments 
and the Board to expand export markets in the hope that the abandon- 
ment-of \production= control” can” be" accelerated. 


Increases in quotas must be tied in with some form of 
government deficiency payment support so as to provide an orderly 
withdrawal of production control. Recommendations in this con- 


nection are set cut in Section 3. 


On abandonment of production controls at the end of the 
transitional period, the marketing of tobacco in Ontario would be 
on the basis of supply and demand and should meet criteria which 
the Committee feels are essential: 

(a) The system must permit free entry to any farmer and 


must permit each farmer the right to determine the 
Optimum ai location of his own, resources. 


(bo) The system must maintain and advance the guality and 
economy of tobacco production. 


(c) The system must assure equity to all farmers and to 
all buyers and to the public, serving the interests 
of all equally and honourably. 


(d) The system must be self-regulating and self-supporting. 


The Committee reccmmends that during the proposed trans- 
itional period before acreage controls are abandoned the practice 
of granting a six acre exempticn in the applicatisn of quctas 
should be continued in order that undue hardship would not be 
imposed on owners of small farms. The Committee further recommends 
that during this period no penalties or restrictions should be 
applied on the transfer of quotas between tobacco farms or between 
a tobacco. farm and another farm... in other words each grcwer 
should have full opportunity to make the most economic use of 


his acreage. 
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It is envisaged that control of production in future 
years will be applied through the market but such control must 
be based upon the best possible information. Accordingly the 
Committee recommends that an information program saould be 
initiated by the Board as soon as possible. In this connection 
the Committee believes that the Board should engage such staff 
as is required to continually survey poth domestic and export 
market requirements and potentials and factors influencing 
developments in these markets as well as in the major competing 
producing countries. The advisory committee, recommended in 
Section 5, should greatly facilitate the eqilection.of sinforma- 
tionikein particular; Canadian manufacturers should be required 
to provide the advisory committee with forecasts of their 
requirements for manufacturing and inventory purposes. Further, 
as recommended in Section 6, growers should be provided with 
continuing cost information in order that they may determine 
their relative competitive position. The Committee considers that 
the more efficient producers will be able to capture a greater 
share of existing and future requirements and that in any event 
there must be a reallocation of production resources either with 


or without «production control. 


Section 3 - Pricing and Grading 


The Committee believes that the abandonment of the 
minimum grade price system for the 1963 auction represents an 
important forward step by the Board and that re-establishment of 
the system would be detrimental to the flue-cured tobacco industry 
in Vatarie. 


The Committee considers that the long-run interests of 
the industry and the general public Will bewbestecerved Lf,.Ontarlo 
tobacco prices find their own levels in an open market. However, 
the Committee recognizes the necessity for reasonable stability in 
the market. It believes that the deficiency payment form of 
stabilization arrangement extended to growers form the, 1965. crop 
under the Agricultural Stabilization Act of Canada would best 
serve such requirements. In the opinion of the Committee the 
stabilization level should be set at, say, 80% of the previous 
five years! average price in order to provide a reasonabie measure 
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of stabilization but no incentive for excess production. Any 
such stabilization plan should exclude nondescript and special 
factor tobacco. 


The Committee believes that the unsold tobacco carried 
forward from the 1961 and 1962 crops will have a suppressing 
effect upon speculative buying as long as it is held and recommends 
that all possible steps be taken to sell this tobacco in the export 


or domestic market so as to minimize losses. 


After careful study the Committee has decided that no 
universally accepted grade structure has yet been developed low 
is likely to be developed soon) which can define with precision 
the wide variation in recognizable characteristics of tobacco, 
let alone the less tangible factors such as aroma and taste. In 
other words, tobacco grading is highly subjective. Despite this 
conclusion the Committee believes that grading should be continued 
by the Board to accomplish objectives such as historical records 
of crop composition; establishment of stabilization levels; 
general guides to demand; current price levels for classes of 
tobacco. In order to achieve as high a consistency as possible 
in the grading of tobacco, the Committee recommends that Board 
graders be carefully selected and adequately trained under the 
guidance and direction of the provincial government inspection 


service. 


In the interest of the growers, the Committee considers 
it desirable that the Government of Ontario should hold specific 
rights and powers which would permit intervention in the conduct 
of the market even to the extent of suspending sales or investi- 
gating the practices and records of buyers. The government must 
hold the power to make such inquiries as are considered necessary 
to verify unreasonable fluctuations in auction activity or any 
other matters or indications of matters which would appear to 
result from the abuse of the market power concentrated in the hands 
of the buyers. For example, the government could call on buyers 
and Canadian manufacturers for explanations if their purchases 
were not in line with their forecasts of requirements. 
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Section 4 - Marketing of Flue-Cured Tobacco Leaf 


The Committee has concluded that many of the major 
marketing problems experienced since 1957 have arisen from the 
pricing structure. The Dutcn auction system adopted by the Board 
in 1957 and used since then has benefited the flue-cured tobacco 
industry and should be continued. 


It has also concluded that the ordering-in program of 
the Board has given each grower a reasonably equitable opportunity 
to market his tobacco. However, where there are prospects of a 
considerable excess of supply over demand the market may weaken 
from time to time during the auction period. As a consequence 
some growers may receive appreciably lower prices ror ae quarter 
of their crops. For this reason the Committee considers that 
the number of ordering-in phases should be increased to possibly 
six. Under these circumstances a grower should have the choice 
oflusing ali! sime phases*or whe second, fourth and sixth. 


The practice adopted in 1963 by the Board of encouraging 
growers to deliver tobacco by kiln is a positive step in obtaining 
greater uniformity in flats of tobacco offered for sale and should 
be continued. However the Committee recommends continuing govern- 
ment inspection of grading with such inspection being paid for by 
the grower organization. 


Certain handling problems have existed in the auction 
exchanges. The Committee recommends that a complete survey be 
made by independent specialists well qualified in the techniques 
of materials handling and the lay2=ut of facilities before any 
expansion of physical facilities is made. 


The smooth conduct of auctions is essential to the 
successful marketing of each year's crop. The Committee believes 
that the applicable policies, procedures and practices can and 
should be determined and announced well before commencement of 


the auctions. ‘ 
Section 5 - Organization for Marketing 


The Committee recognizes that the Position "Ot .une 
individual tobacco grower is relatively weak as compared with 
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that of the buyer of his product because there are a large 
number of small producers dealing with a small number of large 
buyers. Although the choice belongs to the majority of growers, 
the Committee believes that it is in the growers! best interests 
to retain the present Tobacco Board organization provided for 
under The Farm Products Marketing Act. Taking into account. 
other recommendations of this Committee, it believes that the 
functions of the Board concern the orderly marketing of tobacco 
for the benefit of the growers, the buyers and tne puviivevand 
include the following: 


(a) the orderly withdrawal of production controls; 


(b) the providing of equal opportunity to all growers 
to market their crops; 


(c) the efficient management of auction exchanges and 
the orderly conduct of the auctions; 


(ad) the preparation and dissemination to growers of 
reliable market information, cultural Dracr.ces 
advice and other matters of concern or benefit 
to growers and the providing Of specific advice 
as requested; 


(e) the participation with governments in research and 
special studies relative to farm practices and 
costs; 


(f) the continuing review of the domestic and foreign 
tobacco situations, including competitor activities, 
trends and market opportunities; 


(g) the grading of tobacco offered for sale; 


(h) liaison and co-operation with buyers and Canadian 
manufacturers in matters of mutual concern such 
as terms and conditions of sale, market requirements 
and development, auction procedures and grievances; 


(4) liaison and co-operation with government in such matters 
as export promotion and price stabilization. 


In order that the Board may maintain the Suppor of “tne 
producer it is essential’ to have active, enlightened members who 
are dedicated to the promotion of the producers' best interests, 
Thus the Board must be an independent organization. However, 
because the Tobacco Board is granted wide powers for compulsory 
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marketing, The Farm Products Marketing Board is charged with 

the responsibility of seeing that the marketing plan is properly 
carried out. Obviously it is essential to have close co-operation 
and communication between the Tobacco Board and The Farm Products 
Marketing Board. This is particularly necessary during the 
transitional period when production controls are being abandoned 
and until the Tobacco Board has established a sound record in 
dealing with its affairs. Thus the Committee recommends that a 
senior member of The Farm Products Marketing Board be appointed 

a non-voting member of the Tobacco Board. 


In order to provide geographical representation, the 
Committee concludes that the size of the Board should be maintained 
at 14 or 15. However, present election procedures do not permit 
ample time for the voter to consider the merits of Board candidates 
who may be virtually unknown to him. Accordingly the Committee 
recommends that nominations should be presented in writing to 
the Secretary of the Board at least two weeks pefore the scheduled 
time of the election meeting and that voters be informed of 
candidates standing for election at least one week prior to the 
meeting. 


The Committee believes that the effectiveness of the 
Tobacco Board has been impaired through holding its meetings in 
public. The Committee recommends that Board meetings be held 
in private with press releases or information bulletins issued 


to inform growers and the interested public of .Lits,deci sions: 


The Committee concludes that Board members should not 
participate in day to day operations but should conduct them- 
selves in the same manner as directors of other large business 
corporations. As such they should be responsible for determining 
policies and objectives and seeing that these are carried out 
by the permanent staff. In this connection the Committee recom- 
mends that an Executive Committee of three Board members, 
comprising the chairman, vice-chairman and one other, should be 
established to serve as the link between the Board and the 
permanent staff. It also recommends that a skilled administrator 


should be retained on a permanent basis as a general manager to 
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carry out the policies of the Board and to direct and co-ordinate 
the activities of the Board's staff. 


The recent establishment of the tobacco advisory committee, 
comprising three grower representatives, three buyer representatives 
and a government representative, has been a positive step in improv- 
ing buyer-grower relations. This Inquiry Committee recommends 
that legislaticn be enacted to provide for the continuity of the 
present voluntary committee and representation from Canadian 
manufacturers. The Committee also recommends that legislaticn 
be enacted to require a formal organization cf licensed buyers in 
order that there may be a medium for the appointment of buyer 
representatives to the advisory committee and for the dissemination 
of recommendations of this committee. 


Section 6 - Flue-Cured Tobacco Farming 


There seems to be little doubt that in recent years many 
growers' costs have increased at a greater rate than their revenues. 
Since price is a prime consideration in many export markets, mate 
seems essential to make every effort to lower costs rather than 
to raise selling prices. Labour costs represent more than 50% 
of direct costs of tobacco productior. The Committee believes 
that Ontaric growers should contribute to the cost of development 
research aimed at the design of specialized equipment, such as a 
tobacco harvester, for the ultimate maximum mechanization of 
Ontario tobacco farms. The Committee also recommends that the 
Board undertaxe work studies and farm accounting projects on a 
continuing basis with the ultimate objective of improving farm 
practices and providing guidance and yardsticx information to 


growers. 


It is clear to the Committee that the use of maleic 
hydrazide (MH30) can actively control sucker growth at considerably 
less cost to the grower than hand suckering. However, the weight 
of evidence indicates that the use of MH30 results in significant 
changes ir certain ohysical and chemical characteristics of cured 
leaf and strong objections to its use have beer registered by 
buyers and manufacturers. The Committee concludes that the use 
of MH30 is detrimental to tke industry as a whote and that the 
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Board should prohibit the marketing of tobacco on which MHSO or 


a similar chemical has been used. 


Despite the excellent quality of the present government 
tobacco research program, the Committee concludes that its scale 
is inadequate to serve fully the present needs of the flue-cured 
industry, or vO provide Lor its expansion. Additional funds and 
professional assistance are required to expand and develop research 
in almost every aspect of flue-cured tobacco production. In 
addition the Committee recommends that the Board, on behalf of 
the growers, participate financially: with the Canada Department 


of Agriculture in an extended tobacco research program. 


Section 7 - Climates and Soils 


A survey of soils’ in Ontario suitable for tobacco pro- 
duction was carried out for the Committee by the Department of 
Soils Science of the Ontario Agricultural College, Guelph. This 
survey indicates that there is surf ileient. tobatco. Gandvine che 


province to sustain almost unlimited market expansion. 


Section 8 - Industry Potential 


Total existing basic marketable acreage in Ontario would 
produce (at a yield of 1,600 lb. per acre) a crop of about 
250,000,000 lb. green weight or about double the present flue- 
cured tobacco requirements of Canadian manufacturers. Exports at 
the existing level require less than 50% of the difference between 
250,000,000, 1b. and domestic requirements. Severe acreage quota 
restrictions have been imposed on growers in recent years in an 
attempt to achieve a balance between production and demand but, 
despite this, the Board is holding unsold tobacco. 


The Committee believes that the best and only real road 
to prosperity for Ontario tobacco producers lies in expansion of 
export markets. Tobacco exports amounted to $34,000,000 in 1962 
and any significant increase would make a valuable contribution 
to the economy of Ontario. It is in the interests of the people 
of Ontario and of Canada, as well as the tobacco farmers, that ail 
practical steps be taken to obtain additional overseas markets for 


tobacco grown in the province. 

















dain he las fe : 
4fisoe att gent Yabbesoandd est | 
hewo-eult adi me ebeom cas is 
bre, efeus? fsa tBB A: batt fl 
riotssecn goleveb, ban’ basaxe | Ode a spat $° 
AD Mo ktouborg.exesdod 3 OTR ih 

‘20. Uisred co bined. octfy Packt i 
\Soontdasanc aisrat 6g vtahhin gu ha hopiantt sdagtotixag -¢ 

i) bana endless Ho tege Di bepnedxe iit wr a 
Ap rs Heed Sn in me pon ee 
-Otq ot9ag? 0% cist die oxi nt sition %o cineies: + foe : 
te tiemgtsqet onft ya 90.09 hme) bia, so duo. belts aan tae 
efadt .rigfeud. pegel tod Semis teotepay OPrEdAO ona tp es al te 
ett at bast ossedod TOL LW Late) ad! ‘etend: tats, eenttat ees 
in no beteqxe deals om fed ho Sear Seemis isdewa, of 90 ‘ 


lhe a! ished 


Lebanadea taubal =e a ; 

Sivow, citation wit sgsenos ofa aaa on beiieet rigetxe, Latot.. 
| tvods to, go s (soe epg 16EOQ8.f Io. bieky.s 40) oe) apna 
“Ol Isa seq ett elduch TROT Hoy re ew n99%S ok 000,000,088 et 
125 edronxd )A%eIys 2S wns ab tb BAsso te Qirieme:tLupesopoBdod bene: 7) 
neewisd eonsrelIibh, edt Yo BOz redainith BeOL ontupe': level anitelxa, ade Se 4 
SiouUpD 9gHbeTo eS ote VE  sthemandtypsd:, olbsteemod bets: wih f. 000,000,088. aM 
ad ht axeey trooey pi SioWong, Mo besoaitt teed syed. Arta ‘4 

etud Poameb bts Kotdouhorg NegWded socieL wet ‘& evetdog od tamed I6 

ogsedot boars ant b Losi ae. wkog ont etdd, ks il po! 
oeo% Leon ydino base seed eid tene eovet Ded godo tpmod ee i), ee rar aa 
76 notensqxe 1. 2ehl eressyborg 020.4007, etsson0. 10% ree ot, Ei ae 
S38L. nt 000,000, AEs od: bednvomel: ad 10gta SooRvOD pe tegiaem dangKe ne 


cottudinidnos sidsiitev. «4 —soam OLyow onsets riage ene dae 4 
¥ , wre i o 
afqoeq odd Jo sleenetat edd th at vi .okistn0 to, ymono 2.9 ‘Be Cae 






ta 





fie tart, ,etents? .osbado2 vols es Liew. ap. . 
161 etonism ancaiavo [enotstbbs aladdo og 


) saben it 







Pe 


Summary 
ae oe | (Cont'd .) 


It is clear that buying companies have had no out- 
standing success in promoting foreign sales of Ontario tobacco 
and that sporadic trips by Board members have not made a signi- 
ficant contribution. This is borne out by the fact that Canada's 
exports of flue-cured tobacco only increased from 27.7 million 1b. 
jn 1958 to 46.8 million 1b. in 1962, whereas in the same period 
the exports of Rhodesia increased Grommet. (millions LD. vO=eLoO. 4 
million 1b. While other factors contributed to the spectacular 
success of the Rhodesian export campaign, it is Ssignitricant’ thar 


Rhodesia imposes no production or price Con Ur Oiler. 


The Committee believes that the development of export 
markets for Ontario flue-cured tobacco requires co-ordinated 
action by growers and buying companies and appropriate depart- 
ments of the federal and Ontario governments. The Canada 
Department of Trade and Commerce has demonstrated its willingness 
Ayrouabtiity co assist sin export promovions ln the cpinion of 
the Committee the proposed tobacco export promotion council 
should be established as an advisory group comprising federal 
and Ontario government representatives and buyer and grower 
members of the tobacco advisory committee. The role of such a 
council would be to assure a co-ordinated approach by all segments 
of the industry in export promotion and the full use of government 


trade facilities. 


In addition to the negotiation of the usual foreign 
tariff and trade arrangements, every effort should be made to 
negotiate long term agreements with United Kingdom and other 
overseas customers for an increasing supply of Ontario leaf. 


The Committee recommends that the Board engage one or 
more competent individuals to serve as overseas tooacco represen- 
tatives. Such a representative would work with trade agencies 


abroad in establishing export markets. 


The Committee is of the opinion that the formation of 
an export promotion council is necessary ang that the estabiish- 
ment of overseas representatives would be valuable in the promotion 
of exports. However, their success must be contingent upon other 


factors. As recommended elsewhere in this report, proguction 
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summary 
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control should be abandoned to permit optimum use of land and 
facilities and prices should be allowed to find their own levels. 
Production practices should be improved and effort directed to 
more economical production of leaf of types desired in foreign 
markets. These are all requisites to a sustained export drive. 
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Section l 


BACKGROUND OF THE INDUSTRY 


IMGrodnuccLon 


There are about 4,500 farms in Ontario with rights to 
produce flue-cured tobacco, or less than 4% of commercial farms 
in the province. However, approximately $90,000,000, or about 
9.5% of Ontario farm cash income in 1962 was derived from flue- 
cured tobacco, a percentage exceeded only by income from cattle, 
dairy products and hogs, for which there are far more producers. 
Flue-cured acreage in 1962 was only about 1.5% of all field 
crop acreage in the province while farm value of the tobacco 
produced was 20% of the value of all field crops. Farm value 
per acre produced was more than double that of any other major 
field crop. There can be: no question of the importance of 
flue-cured production to the economy of Ontario agriculture, 
nor of the fact that it has prospered in the past 30 years. 


Flue-Cured Tobacco 


Flue-cured tobacco derives its name from the metal 
flues originally used to distribute heat while carrying off 
products of combustion in the curing barn or kiln. The 
classification is general because there are so many variations 
of the ubiquitous tobacco plant under cultivation throughout 
the world that classification is based chiefly upon the 
curing method used. All tobacco leaf must be dried or ‘cured! 
before use and of the four main methods applied (flue-curing, 
air-curing, sun-curing and fire-curing) flue-curing has 
increased in the past 30 years to the point where flue-cured 
production is now greater than any other. It accounts for 
more than one-third of the world total and reflects the 
marked increase in cigarette smoking. Flue-cured tobacco 
leaf is more broadly classified as a light tobacco, in con- 
trast with dark tobaccos which are more generally used for 
purposes other than cigarettes. The term 'Virginia’ tobacco 
is frequently used synonymously with flue-cured, particularly 
in cigarette and tobacco advertisements, giving rise to the 
misconception that the tobacco is from the state in which the 
method of curing was first applied. 
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Karlv Ontario Tobacco Production 


Tobacco has been fostered by residents of what is now 
Ontario for hundreds of years. Braves of the Tobacco and other 
Huron tribes, while leaving the cultivation of food crops to 
their wives, personally nurtured tobacco for their comfort and 
pleasure before the first European settlers arrived in the 
peninsula of Southwestern Ontario. For generations tobacco was 
a garden crop of French Canadians along the Detroit and Ottawa 
Rivers until commercial production began about 1800. 


During the frequent depressions of the early 19th 
century, tobacco was one of séveral crops grown in efforts to 
bolster farm income through diversification. Manufacturers in 
Montreal and Kingston provided the main market although Canadian 
leaf was shipped down the Mississippi River to New Orleans for 
a Short period following the War of 1812. By 1840, 100-foot 
barns used in the air-curing of tobacco were features of the 
landscape along the Lake Erie shore and by 1850 the crop, most 
of which was grown in Essex and Kent counties, exceeded 
750,000 lb. After 1854, tobacco was allowed to enter Canada 
duty-free from the United States and commercial production was 
virtually abandoned. With the outbreak of the American Civil 
War in 1861, impetus was again given to production. However, 
prices collapsed soon after its close. Production dwindled 
from 400,000 lb. in 1870 to a mere 160,000 lb. ten years later. 


For the next 50 years this surging and falling of 
tobacco production and prices characterized the Canadian 
tobacco industry. Between 1914 and 1919, for example, average 
prices paid to growers increased from 10.2¢ to 46¢ per lb. 

War conditions had limited production but with peace restored, 
the 1920 crop increased by almost 50% over that of the previous 
year. The average price paid plummeted to 12.3¢ per lb. with 
the result that production decreased by 73% in 1921. 


By 1920, Ontario had supplanted Quebec as the main 
source of Canadian-grown tobacco. Burley, a light air-cured 
tobacco, was the principal type grown although some pipe and 
other dark types were also produced. Most of this tobacco was 
grown in sections of Essex and Kent counties which came to 
be known as the ‘old belt' area. 
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The Emergence of Flue-Cured 


Experimenting with the flue-curing of tobacco in 
Ontario began in 1906 and in 1913 flue-cured production commenced 
with about 100 acres grown at Ruthven in Essex County. By 1924 
production had expanded to some 7,000 acres in the old belt 
area and in that year 5,500,000 lb. of flue-cured tobacco were 
grown. Flue-cured production exceeded 6,000,000 1b. in 1927, 
the year in which burley production reached its peak of some 
22,000,000.1b.. and a record dark tobacco crop of about 
7,000,000 1b. was produced. 


The following year, as a result of representations 
made by Ontario growers to the Federal Minister of Agriculture 
concerning large quantities of the 1927 crop still unsold, a 
Tobacco Inquiry Commission was appointed. The Commission 
found, among other things, that following remarkably good 
prices in 1926, unsupported statements had been made regarding 
export market prospects and that unwarranted enthusiasm had 
been aroused on the part of the growers without experience or 
an intimate knowledge of types, varieties and production 
methods. 


From this point on the production of burley and dark 
tobaccos declined in relative importance. In 1931 Ontario 
flue-cured became and has since remained the principal type 
of tobacco produced in Canada. The following table compiled 
from Dominion Bureau of Statistics reports reflects the 
growth and dominance of Ontario flue-cured production in 
relation to other types of tobacco produced in Ontario and in 
Canada. 
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CANADIAN AND ONTARIO TOBACCO PRODUCTION BY TYPES 1931-1962 





Ten-year Average 
1931-1940 1941-1950 1951-1960 1961 1962 
(thousands of 1b. green weight) 





Flue-cured 


All Canada 41,686 90 seddel 153,941 195,441 187,621 

Ontario G ,» 383 ce ,203 nes 941 190,164 wa: 648 

% Ontario (97%) (96%) (97%) (97%) (96%) 
Burley 

All Canada 11,884 10,799 ow (eek Bigiou.6 B918 

Ontario 11,869 10,798 5,675 6,516 8,918 
Cigar and Other 

es 

All Canada 9,957 7,647 6,396 7,764 6,488 

Ontario 2,154 1755 861 984 699 
Total All Types 

All Canada 63,5e7 LOS, 557 166 , 048 209), Teal 203, 027 

Ontario oe 406 28 T56 pice 477 197, 664 LOO eb5 

% Ontario (86%) (91%) (93%) (94%) (94%) 


In 1924 a crop of 30 acres was planted at Lynedock in 
Norfolk County, and from then on expansion of flue-cured production 
took place in the area which became known as the ‘new belt’, 
viz. Norfolk and adjacent counties. The opening of the new belt 
provided a use for extensive areas of light soil which, with 
the technology and markets available at the time, had few or no 
economic alternatives. In fact, considerable sums of public 
money had been spent in the area on reforestation and other 
reclamation projects. As expansion continued in the new belt, 
a Dominion Experimental Substation was established near Delhi 
in 1933 and tobacco research facilities were relocated and . 
expanded. Relocation and expansion of leaf processing facilities, 
formerly confined to the old belt, began as well. 


Subsequent expansion eventually took place in other 
Western Ontario counties, and in other areas as far east as 
Renfrew County. The original new belt, however, has remained 
the core of Ontario flue-cured tobacco production. This is 
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Shown by the following table taken from the records of The 
Ontario Flue-Cured Tobacco Growers! Marketing Board which 
shows the current distribution by county of Ontario flue-cured 
tobacco farms and basic tobacco acreage. 


DISTRIBUTION BY COUNTY OF ONTARIO FLUE-CURED FARMS 
WITH BASIC TOBACCO ACREAGE, 1963 


Average 
Number Basic % of total basic tobacco 
OF tobacco basic tobacco acreage 
County _ farms acreage acreage per farm 

Brant ** 403 1L3Re37 3.75 oe. 34.46 
Bruce x i 209. 11. ° 60 53.42 
Durham 74 3,490.00 ened 47.16 
Elein?* 869 29,228.99 19.18 33 264 
Essex 186 3,106.46 2.04 Sh 6.510 
Grey if 87335 Ve S125 
Kent 3 807 45 ae 35.299 
Lambton 23 S55207 56 37.18 
Middlesex aa al gf ee © ol) L 6.43 35636 
Norfolk** e,0e4% bree 13.10 44.12 So ceL 
Northumberland far 3,025.84 N99 42.62 
Oxford** 401 BS, ST SET L 97 34.85 
Renfrew 3 If AS «La. 57.06 
Simcoe 108 4,673.64 3307 43.27 
Waterloo 3 S2ecc 05 27.44 











Total 4,513 127 3056 9g 100.00 33.76 














* See also map on following page. 


** Original 'new belt' counties 
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Frost hazard in the new belt was greater than in the 
old belt and the risk of crop loss was high under the prevailing 
method of harvesting, viz. permitting the entire plant to 
ripen and then cutting the stalk. In 1931 some growers began 
to harvest by picking or ‘priming’! individual leaves as they 
ripened and by the following season this method was universally 
adopted. New varieties more suitable for priming and capable 
of higher yields were collected, mainly from the United States, 
and tested under local conditions. Their use permitted 
growing in areas formerly considered too hazardous and their 
higher yield potential emphasized the need for refinements in 
growing methods, especially fertilization. Such refinements 
in turn extended still further the potential growing area. 


Considerable market potential existed at this time. 
As late as 1928 Canadian flue-cured tobacco consumption was 
two and one-half times domestic production. With substantial 
quantities of flue-cured tobacco imported from the United States, 
only 30% of the tobacco used in Canadian Cigarettes was grown 
in Canada. Moreover, the Empire preferential tariff coupled 
with a cigarette gift coupon system stimulated the search by 
United Kingdom manufacturers for cheaper sources of leaf 
supply than the United States. 


By 1943 domestic content of Canadian cigarettes had 
risen to more than 99%. Coupled with increased per capita 
consumption of cigarettes and growth in population, the result 
has been a steady and marked expansion in the domestic market 
for flue-cured tobacco. Exports, while fluctuating widely 
between years, have also increased significantly and have made 
a considerable contribution to the expansion of the Ontario 


flue-cured industry. 


The following table compiled from D. B. S. reports 
sets out principal statistics of Ontario flue-cured production 
from 1924 through 1962. Comments concerning information 
contained in this table are set out in later sections of the 


report. 
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AREA, PRODUCTION AND VALUE OF THE COMMERCIAL CROP OF 
FLUE-CURED TOBACCO PRODUCTION IN ONTARIO 1924-1962 


Average Average 


yield farm Total 

Total per price farm 

Year Area production aCe ear Dele by value 
thousand misidonse li? $ 

acres green weight LD. ¢ millions 
1924 6.8 5.5 800 (1) (1) 

LOC. il rei 6.5 B55. melo) (ace 
1926 6.4 4.3 674 45.0 ined 
sibs eqs G26 642 825 gogo Bae. 
LES as: OR Girt 800 O10 (aed) 
AS VAS Sie iO 600 27.0 aa6 
Ais Ky @) a kb erga 12.4 720 eye) 4.0 
2951 Gal se 24.5 896 CORD oO 
193 fallrgs: ZA ase’ SIS Logo aD 
OO 5040 26.9 897 is ag, S20 
1934 24.3 AUS, 900 a 5.4 
LISS SOe7 Dome ale ey 24.5 S.6 
1936 S047 24.4 684 EONS Vie 
OS 7, Sen 54.7 1,042 (OEE 14.9 
L956 oie ACS) 1,244 Mae | Lise 
4959 65.6 Lapa) 1,180 2OnS Me. 3 
1940 42.6 Ed fey 870 2008 GENT 
1941 48.9 SS 1,461 Cone ashes) 
1942 58.4 6d XS AG eLS6 Zor 1729 
1943 Sry 94.8 983 Sou OG 16215 
1944 68.8 S220 13200 oO. ia 25.4 
1945 OO #kask foie 34.9(2 24.8 
1946 B59 Tikes 78) Loo SiS. ga 42.2 
1947 9.1 Sone 848 ale ote a aL 
1948 Soe Shs 9s ik Milas 42.7(2 41.9 
1949 86.5 ie 1,024 Valor Ws 48.2 
L9SO B15 104.2 fhe UES be 44.7\2 46.6 
LOL LOG 2.5 140.0 De Sy 44.4(2 62.1 
boo oles 2 ae Leoet 41.6(2 bsyony, ©) 
ies fers) 907. 8 127.4 1,403 43.8(2 S528 
1954 ody, 168.0 LASS 435.22 (EAS 
SESS oi70 gh Wc u beh ayes AS TOV SLO 
L958 NALS Rg: 143.9 1 eo 46.3(2 66.6 
LESS) VeOs 7 148.0 Leo 49.502 Too 
1958 igh Ee gre 7 oO 1,504 46.6 Seer 
Wog 231 Pe 146.7 15,5 3 555.6 Sis, 
1960 ado uag ©) MIR) 1 oi 54.7 L09.0 
1961 Le 190.2 Lys 5) ol g5°.5 
1962 Lec 1:80.46 in, 548 48.3(3) B23 


t Not available. | 
2) Additional payments were made for tying 
and grading: 
1943 - 1#¢; 1944-1947 - 13¢; 
1948-1956 - 2¢; 1957 - 2s¢. 
(3) After deducting levy of 2¢. 
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Ontario has been the principal beneficiary of flue- 
cured expansion in Canada. Flue-cured tobacco production in 
Quebec began in 1936 and by 1939 exceeded 4,000,000 lb. 

Planted acreage in that province has not fluctuated widely 
Since, although rising yields produced a record crop of some 
6,600,000 lb. in 1962. From 1925 until 1959, relatively small 
amounts of flue-cured tobacco were produced in British Columbia, 
with production reaching a peak of about 800,000 lb. in 1941. 

In recent years the Maritime Provinces of Prince Edward Island, 
Nova Scotia and New Brunswick have begun to produce flue-cured 
tobacco but annual production has yet to reach 1,000,000 lb. 


The Barly Thirties 


The early growth of the Ontario flue-cured industry 
was not without its pains. In 1930, with the world sinking 
into a major depression, the industry entered a cycle which 
had occurred several times in the preceding 20-year period. 

The pattern each time was the same, viz. rising prices brought 
a final record-breaking crop, followed by a collapse in the 
market. Some sources have claimed that this situation resulted 
from the law of supply and demand at work. Others have alleged 
that the law of supply and demand was manipulated because this 
was a period when large buyers, both in Canada and elsewhere, 
were blamed for stimulating production when it suited them, 
only to reverse their policy suddenly when growers responded 

to the incentives. 


The findings of the Tobacco Inquiry Commission of 
1928 indicated that during periods of expansion, reliable 
advice as to types, qualities and quantities of tobacco in 
demand was either lacking or unheeded. Steep price rises 
attracted growers who possessed neither the knowledge nor the 
resources to produce the quality of leaf conducive to gaining 
or maintaining a favourable reputation for Canadian tobacco. 
At the same time research and extension facilities were not 
sufficiently developed to effectively guide growers in the 
production of the quality of leaf desired. 







; ylebiw essusoult 9 
emoe lo goT inoaes, : , 
fisme ylevivster eae the aser 
AtdmulodD AsLIEa at bet bong ortaw af horwo-sult to eeavems 
+f0OL nb-.dh 000,008dueds to! Bis . getrlonen toLd stedensicdl 
daelel biawbl sonint to sesaivort emt thilt eas emner @ ty “a 
‘betussenlt soyborw of avyed svad wobwe nunca welt bas bse 
sdf 000,000, dosets od Jey ext bon al feynng. dud 6 












a ae cae bona 

gigkubnt tasers ault obtathO add 4p: ‘aby eitee aft 
‘print Oivow edd ddiw . COREL n® ARTES, ett tuorttw- Bont 
dotdw oloys s betetne yadeibal on? Hoteeenged ‘toh am 8 oon. 
sbotieq teaey-0S galbenem edd at emit Letever. bery1990 hat = 

+ sesh eh: an tatty ,afv ,omae eat eaw oaks fone: Ratpx: oe = 





bewelin aved erettO .atbw de vetolil ay ea to wal ans ae fey 
af? oevnced hetelvugigen caw baameb bas ylaqet to wal, edit dads = = mee 
otetweele hrs sbune? at ited ,aueted ogtal netw bolvaq 6 brags 
modd Dedive 2: ndew noktouborg get ingste rot bomeld chorale on 
bebaogeet — rerite Pieunmenan woslog “ied petevet of viqo Z 


<s 
pegvidawoits ead OF 3 < 


q — 
40 nofualimmod youl! onvedoT end 15 said ent’: | AY 
eidatist wolemsdxe ‘to sholted'yniawb gedg hadsotbnt easel > 


ni ofssgded to ie omg zai rth Leup 2ogys ot es saivbs pol 

Beein S90I%g qesdy «.bsbesiisu 20 goigoal tenife eew basmeb | 

sig tod egbsiwonsk of9 teitien Bateoecog ofw exswots betosisis 23 
etintsg of sviovbaoo Teel ‘to ytileup edz sovborq od esotioeer 

Oeoedos malhbsasd et no tisauiqe’s eldeimovst & giinisdnisa %9 ~~ ) 
Jon etew setriiilost actenetxe bua dorseeet amid omee edd YA 

afd al axewotg eblug vlevidestie of beqoleveb yisnetortive —_ 

-beti¢eb Teel ‘lo yttLayp edd te moltovboxg 5 





1-10 


With a record yield from acreage greatly expanded 
amid diminishing alternative opportunities for land and labour 
use, the 1931 flue-cured crop was double that of the previous 
year. A fall in prices of some 35% still resulted in a gross 
return to growers of about 25% more than in 1930. 


The price drop of 1931 and warnings of over-production 
were almost enough to halt acreage expansion in 1932 but were 
not sufficient to result in any reduction of operations. A good 
growing season and improved cultural methods combined to give a 
1932 crop without precedent in quality and yield. Nevertheless 
prices declined 20% from 1931 and growers experienced extreme 

Qi tTicuiu yin findings (buyers tor their crove., it. was under 

Such circumstances that growers organized for a greater measure 
of control over the marketing of their crops. One such 
organization was The Ontario Flue-Cured Tobacco Growers' 
Association, and, aided by bank credits guaranteed by the 
provincial government, it packed and eventually disposed of the 
unsold portion of the 1932 crop. Another, the Southern Ontario 
Flue-Cured Tobacco Growers! Co-Operative Association Ltd., was 
formed in 1933, and through joint action, these two organi- 
zations provided a crop-evaluating service to growers and also 
assisted in the disposal of the 1933 crop. 


Inquiry into the tobacco industry was commenced in 
the spring of 1934 by the Select Parliamentary Committee on 
Price Spreads and Mass Buying; later this Committee was 
converted into a Royal Commission. One of the results of the 
inquiry was an attempt by representatives of growers and buyers 
to reach a three-year agreement on a price negotiating system. 
While this attempt failed, agreement was reached on a method 


of production scontro:l. 


Later in 1934 The Natural Products Marketing Act was 
enacted by the Parliament of Canada. This Act provided for 
the establishing of the Dominion Marketing Board, empowered 
to exercise certain controls over the marketing of natural 
products and to delegate powers to a ‘local board’! for the 
marketing control of a product or group of products under a 
marketing 'scheme!. Growers moved immediately to form a 
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flue-cured tobacco marketing scheme and approval was obtained 
in time to cover the marketing of the 1934 crop. 


As a result, The Ontario Flue-Cured Tobacco Marketing 
Board was constituted as the ‘local board* under the Act. The 
Board consisted of nine representatives appointed by producers 
and five by manufacturers and processors. Its principal 
functions were the establishment each year of an average crop 
price and the provision of crop inspection and appraisal 
services. While the Board had no express authority to control 
production of grower members, effective production restriction 
was achieved through control of the market. 


The report of the Restrictive Trade Practices 
Commission described relevant provisions of the scheme as 
follows: 


"Crop appraisal was based on a system of grades which 

had been adopted by the Local Board. There were 
17 grades other than nondescript.) Each grade was 
to be given an ‘arbitrary' value, based on an 
average price of 27 cents per lb. for the Ontario 
Flue-cured tobacco crops of 1931, 1932 and 1933. 
The Market Appraisal Committee could alter the 
base price for a given year, according as they 
believed that a higher or lower price level was 
called for, but not the ratio of grade values, and 
if the base price for the year were raised or 
lowered, each grade value would be raised or 
lowered proportionately. The Local Board had all 
crops inspected so that the total number of pounds 
in each grade could be estimated. Each grower's 
crop was given an tappraised value’ on the basis 
of the arbitrary grade values for the year. Buyers 
were not obliged to pay the appraised value for 
individualmcropsy) but if asbuyersnendedmup.by 
paying less than the total appraised values of all 
crops he had purchased, he was obliged to pay the 
difference to the Local Board for distribution 
among all the growers from whom he had bought. 
In actual practice, the scheme provided essentially 
for buyers and growers to determine minimum average 
prices by collective bargaining, after which deter- 
mination, buyers and growers dealt with each other 
directly and not through an agency." 
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Provisions of the scheme appear to have resulted in 
general satisfaction to the industry, with growers realizing 
approximately 25% per 1b. in 1934 and 1935, which was some 
25% higher than the 1933 price level. Acceptance of these 
arrangements by buyers may have been a by-product’ of the 
hearings of the Special Committee on Price Spreads but un- 
doubtedly the buyers' position was strengthened by relatively 
Stable prices and an assured supply. From the producer's 
viewpoint, the independent crop appraisal provided to him was 
a basis on which to bargain in a market where all crops had 
to be sold and where the average price of each buyer's purchases 
had to reach a fixed minimum. 


In 1936 The Natural Products Marketing Act was held by 
the Supreme Court of Canada to be ultra vires of the Parliament 
of Canada. While similar legislation was subsequently enacted 
by Ontario and a number of other provinces, tobacco growers 
and buyers chose to follow a voluntary course. The Flue-Cured 
Tobacco Marketing Association of Ontario was incorporated 
under The Ontario Companies Act in July of 1936 to succeed the 
Ontario Flue-Cured Tobacco Marketing Board. 


The Flue-Cured Tobacco Marketing Association of Ontario 


The Association adopted the measures of the predecessor 
Board for crop evaluation and price negotiation. In addition, 
provisions were adopted for control of production by members 
on a permanent basis through a system of allocating acreage 
upon which tobacco could be grown. Originally, the 
Association was administered by a board of twenty-three 
directors, seven of whom represented buyers, with the remainder 
representing producers. The directorate was later reduced to 
fourteen members with growers and buyers both having seven 
representatives. 


Under the Association, producers continued to sell 
their crops by private negotiation with buyers under what was 
known as the 'barn buying’ system. In this connection the 
Association initially provided growers with appraisals of 
their crops. Later, the Association stopped appraising each 
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crop and used only a cross-section of members! crops to 
estimate the quantity and quality of the total tobacco har- 
vested. The grades, relative values and method of arriving at 
the appraisal of the sample selected were the same as those 
employed previously. 


The individual grower could make application to have 
his crop appraised by an Association employee or he might 
appraise it himself. This, however, would not tell him how his 
crop compared with others of that season and therefore he was 
once more left without any means of determining the relative 
value of his crop. The Association claimed that the grade 
values were outdated and hence of little worth to the grower. 
Nonetheless the Association continued to employ these values 
in arriving at the minimum average price. Meanwhile buyer 
members, through their systematic surveys, were well informed 
as to the relative value of each grower's crop. 


The minimum average price was established in the fall 
of each year by a Market Appraisal Committee consisting of 
three buyer directors and three grower directors of the 
Association. Concurrent with the abandoning of the individual 
appraisal system, it would appear that buyers assumed a 
collective responsibility for any deficiency from the minimum 
average price of the average paid price for all purchases. In 
other words, buyers would negotiate prices individually with 
growers and such prices individually could be below the 
established minimum average price. Collectively, however, the 
average price paid by the buyers could not be less than the 
established minimum average price, for if this were the case, 
the buyers were obliged to contribute the amount of the 
deficiency for distribution to the growers on a basis pro- 
portionate to the buyers' purchases. 


During the early years of the Association, the 
minimum average price was established to cover’ all production 
of its members. Subsequently, limitations were introduced. 
For example, in 1952 the provision was made that the minimum 
average price would apply either until 85% of the crop was 
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purchased or until January 1, 1953, whichever occurred first. 
There is no evidence that such limitations ever affected the 
amount of deficiency payment or, indeed, that any such payment 
was ever made. However, there appears to have been a 
psychological effect upon growers, who feared the prospect of 
failing to sell within the period that buyers were obliged to 
pay the minimum price. 


Production control exercised by the Association is 
considered in some detail later in this report. In brief, 
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however, it was effected through the allotment of basic acreage 


rights to producer members and the setting each year of the 
percentage of basic acreage that producers could plant. The 
percentage was set by the Association after considering esti- 
mated market requirements, stocks on hand and anticipated 
yields per acre. When production exceeded that which was 
anticipated, buyers co-operated by taking up the excess ina 
so-called ‘balance wheel’ action under which planted acreage 
the following year would be curtailed. Moreover, yearly 
variations in crop size and quality were not accompanied by 
wide price changes and hence the Association's activities had 
an over-all stabilizing effect upon the industry. 


Throughout the tenure of the Association varying 
numbers of non-member producers, termed independent or 'free- 
lance! growers, grew and sold tobacco to buyer members. The 
Association purported to have the power to prohibit buyers 
from taking up independent production but this power was never 
exercised. While there was no defined policy regarding the 
admission of new producer members, periodically independents, 
who generally coveted the advantages of membership, were taken 
into the Association. 


The Association never seemed to fully gain the 
confidence of the growers. From the outset there appears to 
have been suSpicion of buyer domination and dissatisfaction 
over acreage allotments. Buyer practices were strongly 
criticized by producers and the cessation of crop appraisals 
and the limiting of buyer obligations to pay minimum average 


prices were construed by producers as moves designed to further 


weaken their bargaining position. 


sangha ee Rha 
| phil viv 
‘a ee im * wee ee ne 


eu 





ae a . | h Ay me | = hate 
at ee hilcoouek ‘aly d boakonexe fomdios notgoubond © °° PE ee 


teizd at’ -aiedet eiite ft te. 
ensois dlead to smamiol ge Laue 
any “to <soy HORS ghigdes say bad 
sat oe Ly bindo ergoubouy: eel 
-lite gattablends tert. notssiocedh dd 
basaydo tine fas baad ao artrote aotomert t 

"ee dotdw Jef hebedoxs’ notsouborq nei 

fut eesnxs of qu eo bist mekben cit 9 


en ‘ew 
yt be per cee 







“09 srevie ore: 


naerey NE, <buikbesi ed boi 788y ip : 
xd ipadvahalicidlon fom svow ydtheup! bos eke. qord nhvenotss pits 
bed apitiviass e' ‘dotte loosed ond gored ‘bre eegasro eolrq wiley 
iteuberk etd macy, Opp sm STERN ATS; atibetsie 
aniywey dofisetooagé ald te eruittes one. Jiat Ee 
-eexk' to Joohteyabnt beartet (ersottbosa “tet 


ald 
- 













Teens ie sean irae ty Ree 
oAT .eisdsm soy, ot oopadss bior hin wom 72 te worry Noomet cas 
mteyud Jidimoaq 06 oMOg ond” evil of _ Ds aroepts ‘fOldetooaRh: ron 





t9vem sew tows Bids’ dud ainteaaborg qagbooqobead ws antes notk ee 


ait snibxager voll Oi] bettie on bew sents olin - sbeetorexs 


| adne hreqe bine yi len ihotnaq | ettedinsar “Ha Owe went ‘to Hotaeimbs. one 


ieist view ,qidetsimem to ae oa baveveo Yiisteneg ortw: 


«ne Ftefoonan ‘ands odak ok 


eid niay yList, ot bemabe even aotisssocah ad? hat i 


of athoqgs staid tpedwo Bae met. . ereworry ont ‘to eonebrtn09 j in 


Neisosleissgeth bia sottentmeb teydd ‘to, nokotqeue need overt d 
vlanorwe stow end reyud ‘Binomiolie s3se798 | “3 


Segsteva muminim ysq od enoLssgrtso oe to aot dimeL ont Bde. 


teidviui ot bongteobh pavom en eisaybe% xd bowrsanos otow a 
OO Pe ae ee ape, Ae) | 


fo Ve 


eleelesqqe qo to nobtsaees ent bas Sroouboxg yd bestoidino i i 





1-15 


An attempt was made in 1951 by a group of dissident 
growers to replace the Association with an all-producer marketing 
board under The Ontario Farm Products Marketing Act. With 
strong support from the buyers, the Association opposed the move. 
Growers were led to believe that their highly-valued acreage 
rights could not be honoured by such a new board and that their 
bank credit would be affected. As a result, the proposed scheme 
was overwhelmingly rejected in a vote of producers. 


In 1954, acting under the Combines Investigation Act, 
the Restrictive Trade Practices Commission of the Department of 
Justice commenced investigation and in 1956 issued a report 
concerning the production, purchase and sale of flue-cured 
tobacco in Ontario. The dominance of The Flue-Cured Tobacco 
Marketing Association of Ontario was considered by the 
Commission and in its opinion certain features of the Association's 
operations were regarded as being discriminatory and in restraint 
of trade contrary to the public interest. A principal recom- 
mendation of the Commission was that the Association should 
approach The Farm Products Marketing Board of Ontario so that 
studies could be made of the form of statutory marketing agency 
which would be best adapted to the needs of the flue-cured 
tobacco industry. 


The Farm Products Marketing Act 


The purpose and intent of The Farm Products Marketing 
Act is to provide for the control and regulation in any or all 
respects of the marketing of farm products within Ontario, 
including the prohibition of such marketing in whole or in part. 
Under this Act The Farm Products Marketing Board was established 
by the Government of Ontario to carry out the provisions of the 
Act and the Board may delegate authority to so-called ‘local 
boards! provided for under the legislation. 


Under the Act a marketing plan provades for the 
establishment of a producer group as a local board, sets 
forth the method by which the local board is to be elected, 
defines the products to be regulated and sets out the regula- 
tions for the operations of the plan. 


















i ee oe 

vavote oft ‘beeoggo molga ts iy 
egser08, Pa tage feds 
ated? tert bas bused wea 6. sous. xe 
amedoe betogorg edd ,tiuset 6 a 


8 T90NbOR to ovov & ‘“: 
fe _ wal te 
<t9A noliggiseeval aentdmod. edt yebay Teergeh 


to aera anit te noLpebnmed, 





ary i 


bewo-solt 40 a 1 bas seul Mabie ‘edd, OS ys! 
c99sdeT bemM-oult aff to somenimob aT votes00: ak evoed x 

edt yd bersbtenos asw ofyednd, to Mottetooess, fe el: 
é'aotiatooess ett Yo eo~ustest histo notitao age mt bos, motes, os . ‘ 
toteitees ai bas yrotdentmitoeth anted. a8, bebigyet erew anotd go a 
iD a"t Leqtontye A .teotesnt okiduq odd od ‘Viestaos ebay 30 = 
binede notyatooesA odd tart aBwW notes immod eid to nobtsboem 
Jatt 8 oltstn0 to bse gnideahieltl etouborl mre oat doeonqge en 
wrens asabiion, wrodueds Yo mrot ent ‘to. shea ed bLuos cde! 7 aoa 


anitetwl etovbhortd ase ef? to Joeget bas sz0qTg ‘oat 
[fe 19 yne OF woke TAL err bee Lorsao9. ea ro? ebivorg ot sf toh 
.OftsinO mbdtviw stoyborg nrc? ‘to goisetian sad oO etosqest ie 

iiag mi 10 elodw ht antysdtem owe ‘te moivididetq edz satbutont 
benetidsses eew byeoG sai vedtall etosbory: trisl eT t5h. aids robot! 
eds lo enoteiverqg edd two vrmsd OF SiuesnO “to deme vod efit vd 
isovi' boilso~-oe of ydinedsus edegeieh yam bxgo8 odd bue J5A. 

7 Holtjeletgel edt ssbay 10% bebtvorg atria 


at 


ant tol tebivotq nely ga kd bolyse & gon eit aebatl xT 

atse ,bisod [soot a Be qorts se oubowg & ‘to snomiletidasee if : 
sberoels ad oF ei bisod Ieool eds doidw yd forsem odd datot oT 
-Sibger sit tuo etea bas bedelugey ed of Bioaberts: aie? Pesci 


.nétg ond to aannce aie 3 
q ee | ol 


Pro et Reith ik 






1-16 


In effect The Farm Products Marketing Act and 
related regulations provide the framework for the operation of 
marketing plans while regulations in respect of a marketing 
plan are made by The Farm Products Marketing Board. Such regu- 
lations define the extent of control over marketing of regulated 
products and set out the powers delegated to the local board to 
carry out the purposes of the plan. 


Provisional Committee 





As it turned out, The Farm Products Marketing Board 
was not approached by the Association but by a Provisional 
Committee of producers acting independently of the Association. 
This Provisional Committee had succeeded in raising a petition 
from a sufficient number of producers to justify a vote on the 
establishment of a marketing plan under The Farm Products 
Marketing Act. 


The application of the Provisional Committee created 
considerable controversy and misunderstanding among growers. 
The Association did not choose to accept the recommendations of 
the Restrictive Trade Practices Commission and’ inetact., 
proponents of the Association formed a Protective Committee to 
actively combat the program of the Provisional Committee. In 
an atmosphere of bitterness, marked by sharp charges and 
counter-charges, the vote of producers on the establishment of 
the plan, which had been arranged to be taken on Aprideees LOST, 
was deferred. 


With strong assistance from the Ontario Federation 
of Agriculture, the Provisional Committee continued to promote 
its application for a plan with a platform of "a grower 
controlled board, government grades and graders, profitable and 
Stable prices, freedom from fear". The Committee promulgated 
to the growers a basic program of 21 points which may be 
Summarized as follows: 

(a) tobacco to be sold on its merits only, by competitive 


public auction, at auction-warehouses to be built 
by the local board; 


(b) an average price for the total crop to be negotiated 
in the spring and grade prices to be established 
in the fall; 
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(c) tobacco to be paid for immediately it is sold and any 
distress tobacco to be bought or paid for by the 
board at established grade prices, board to deduct 
not more than 1f per lb. to cover all expenses, 
including cost of new warehouses; 


(d) government established grades to be used with bale 
grades being set by board graders under government 
Supervision and 'strip-room grading’ (sorting) by 
colour to be as in previous years; 


(e) all basic acreage rights to remain the same, everyone 
furnishing proof of land and equipment to be given 
rights, hence no independent growers; 


(f) the system of yearly acreage allotments to remain the 
Same, with plantings in excess of allotments to be 
destroyed; growers to be allowed to market all 
tobacco grown on allotted acreage; 


(g) provisional Committee to be succeeded by an all-grower 
board, elected by secret ballot of growers; 
tobacco growing area to be divided into 14 
districts with each district electing a committee 
of 5, each committee to elect one of its members 
as a director, and directors so elected to appoint 
a fifteenth director ; 


(h) the new board to operate under the authority of The 
Ontario Farm Products Marketing Act and the 
Federal Agricultural Products Marketing Act. 

The vote for the proposed plan was eventually taken 
by secret ballot on May 21, 1957. Approximately 95% of the 
3,511 tobacco producers considered eligible to vote by The Farm. 
Products Marketing Board cast ballots. Of those voting, 

66.7% voted in favour of the plan and as a result, The Farm 
Products Marketing Board recommended the plan to the Minister 
of Agriculture for approval. This approval was granted on 
vuner 20 L957 


The Ontario Flue-Cured Tobacco 
Growers! Marketing Board 
Upon approval of the flue-cured tobacco marketing plan, 
The Ontario Flue-Cured Tobacco Growers! Marketing Board was 
constituted as a local board under The Farm Products Marketing 
Act with powers delegated to it by The Farm Products Marketing 
Board to carry out the purposes of the plan. From 1957 to the 
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present time amendments have been made to the original plan and 
to the regulations setting forth the powers delegated. Impor- 
tant details of the original plan, and amendments thereto, and 
their interpretation are considered in appropriate sections of 
this report. In brief summary, however, the powers delegated to 
The Ontario Flue-Cured Tobacco Growerst Marketing Board at the 
time of its formation were as follows: 


(a) to require the registration of all tobacco producers 
and the furnishing of information relating to the 
production or marketing of tobacco from such pro- 
ducers and to appoint persons to inspect the books, 
records and premises of these producers; 


(b) to stimulate, increase and improve the marketing of 
tobacco by such means as it may deem proper and to 
do such acts and make such orders and directions as 
are necessary to enforce the due observance and 
carrying out of the provisions of The Farm Products 
Marketing Act, the regulations and the plan; 


(c) to make regulations with respect to tobacco marketed 
locally within Ontario providing for the licensing 
of all persons engaged in producing or marketing 
of tobacco; prohibiting persons not licensed from 
producing or marketing tobacco; refusing to grant 
licences; suspending, revoking or refusing to 
renew licences; fixing licence fees; exempting 
persons or classes of tobacco from the regulations; 
Lequitine one furnishing of security of proof of 
financial responsibility by any person engaged in 
the marketing or tobaceo: fixing and allotting of 
quotas for tobacco and for the marketing of 
tobacco on a quota basis; and regulating and 
controlling the marketing of tobacco including 
the times and places at which tobacco may be 
marketed. 


Under The Agricultural Marketing Act (Canada) The 
Ontario Flue-Cured Tobacco Growers! Marketing Board has had, 


Since its inception, the authority to regulate the marketing of 
Ontario tobacco in interprovincial and export trade. 


thus, Since June of 1957, control of the production 
and marketing of flue-cured tobacco in Ontario has been in the 
hands of the growers under the auspices of the provincial 
government, whereas formerly the industry was regulated by a 
voluntary association of growers and buyers, with, as it would 
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appear, the buyers in the dominant role. With this change in 
control came significant changes in the industry and accordingly 
subsequent sections of this report are focused principally upon 
the organization, objectives and activities of The Ontario Flue- 
Cured Tobacco Growers! Marketing Board from its inception in 
1957.60. 19.63 « 





5 


ee 






’ 
hs 





aoe 
7 


PRODUCTION CONTROL 


CONTENTS 


The Beginning of Production Control 
Product lom Control. 1956-1957 

Basic Acreages 

Peouuction Concrol Since 1957 
Initial, Registration 


Allotment of Basic Marketable Acreage 
to Independent Growers 


Adjustment of Basic Marketable. Acreage 
of Former Association Members 


Admission of New Farms 

Board Policy on Measurements 

The Quota System 

Quotas under the Association 

Quotas under the Board 

Marketing Quotas Established by the Board 
Allocation of Quotas 

Enforcement of Quotas 

Free-lance Growers 

Value of Basic Marketable Acreage 

Acreage Control and the Expansion of Markets 
Alternative Methods of Production Control 
Continuity of Supply for Export Customers 


Conclusions and Recommendations 


SECTION 2 


2e-24 
24-25 
c6-cl 
a 


28-351 





ih i ol “on 


i an sa) e 
Me he aie Bae 










= 


AU Dp’ i; 
nen Ns SED Orie 


1 











iy 9 A 
| ine banca (ate f aebew « t 
Os ™ int wha ia 7 os 
ie hi | Bigodt sid ebay sede 
ae ee ee 
iat a6 
oat Vi ee 
1 
, eremo teu. soa i ee 10 fete 






OD) 

tim. 
Tk aaa faim beufe re 
a ‘oan : 


Section 2 


PRODUCTION CONTROL 


The Beginning of Production Control 

The first attempt to control flue-cured tobacco production 
in Ontario through joint action of producers and buyers was made in 
1934. It would appear that producers welcomed the prospect of 
avoiding the recurrence of devastating price collapses while buyers 
sought avoidance of unfavourable public reactions because of excess 
production left on the growers' hands. With a large portion of the 
1933 crop unsold, growers and buyers undertook, through voluntary 
co-operative action, to reduce planted acreage by 25%. The 
reduction of planted acreage from 30,042 acres in 1933 to 24,289 
acres in 1934, viz. 19%, indicates that the planned curtailment was 
not. completely effective. 


The acreage reduction was claimed to be a temporary 
measure. Mr. A. E. Leitch, then Vice-President of the Ontario Flue- 
Cured Tobacco Growers' Association, seems to have reflected the 
thinking at the time in the following statement to the Special 
Committee on Price Spreads and Mass Buying: 

ee a It is just for one year. It is not a permanent 
thing. It is not designed to be permanent, because 
none of us believe there should be any arbitrary 
barriers put against the normal and proper expansion 
inepuainess. “But this is to meet a Cemporary 
condition. | 

Similar temporary arrangements were employed to regulate 
plantings during 1935 and 1936. However, with the formation in 
1936 of The Flue-Cured Tobacco Marketing Association of Ontario 
came the granting of basic acreages and a permanent system of 
production control. It seems unlikely that many of the implications 
of such control could have been foreseen at the time because 
production control was relatively new and untried in North American 
agriculture, although the first federal control program for flue- 
cured tobacco in the United States was commenced in 1933. None- 
theless the control program has been a dominant feature of the 
industry ever since. In this connection the report of the 
Restrictive Trade Practices Commission of 1956 stated: 
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"Mo the Ontario flue-cured tobacco grower the acreage 
allotment has become the most important and most 
valuable specific feature of the Association." 
Thus in 1957, when one faction of the producers was endeavouring to 
dissolve the Association and replace it with a marketing plan under 
the provisions of The Farm Products Marketing Act, an undertaking 
was given that there would be no change in basic acreage rights 


under the new plan. 
Production Control 1936-1957 


Under the Association's program, registration for producer 
membership was conditional on the member accepting the basic acreage 
granted by the Association. Admission was at the discretion of the 
directors "having regard to the due rotation of crops and to the 
estimated demand for tobacco in the year in which the applications 
were made", Members could be suspended for failure to comply with 
any by-law or regulation of the Association or order of its board 
of directors. The board of directors had the power to prevent its 
members from selling tobacco to other than a buyer member and to 
prevent buyer members from packing or purchasing tobacco other than 
that grown by members. During the existence of the Association it 
appears that all buyers of flue-cured tobacco in Ontario were members 
although each year free-lance growers produced and sold tobacco 


while not members of the Association. 
Basic Acreages 


Some of the features of the Association's acreage control 
program are summarized in the following excerpt from the 1956 Report 


of the Restrictive Trade Practices Commission: 


"On the formation of the Association in 1936, producer 
members were allotted a "basic acreage" for each farm 
which was stated by one witness to have been the 
acreage of flue-cured tobacco grown in 1934. Sub- 
sequently allotments were made to new members, and 
for a time the basis used was 45% of the tobacco 
land on the farm. This made allowance for the 
rotation of the tobacco crop and the use of the 
remaining portion for buildings, etc. When new 
members were admitted in 1956, the acreage allotment 
was based on six acres per kiln so that a producer 
with a farm equipped with six kilns would have a 
basic acreage of 36 acres and no more, regardless of 
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the size of the farm. The basic acreage of a 

farm is the maximum acreage on which tobacco is 

permitted to be grown in any year, except when 

the acreage allotment is declared "open". 

During one period the Association recognized 

the sale of acreage "rights" by a member 

separately from the land but in recent years the 

transfer of acreage allotments has been accepted 

by the Association only when the farm is sold. 

If the farm of a member is divided the proportion 

of the acreage allotment represented by each part 

must be transferred with it." 
By adopting previous plantings as the original basis for establish- 
ing basic acreages, the Association made no. provision for the entry 
of new producers. This may suggest that production control was 
still regarded as a temporary expedient. Soon, however, the 
privileges attached to basic acreages were regarded as 'rights' 
and acreage rights, being restricted, began to assume values. Once 
recognized, these values increased and with each increase grew the 
assurance of support for an organization that would protect them. 
The greater the likelihood that rights would continue, the more 
value they would assume. The Association, of course, could expect 
support from its producer members in the absence of any other body 
that would protect acreage rights. That the Association was well 
aware of the support to be derived from the growers' eagerness tO 
have acreage rights protected was indicated when it opposed a move 
to bring flue-cured growers within provincial Tap elarion in Pool. 
The Association warned producers that they stood to lose Chel 
116,000 acreage rights valued at around $115 ,0007000.. "The, lesson 
seems to have been learned because in 1957 a similar move was 
based on undertakings to leave basic rights the same as they were 
under the Association. What was not made so clear in 1957 was 
that the undertaking to grant acreage to everyone who could furnish 
proof of land and equipment would tend vo dilute tne value of 


existing rights. 


Throughout the tenure of the Association variable numbers 
of non-member, or so-called free-lance, farms were in production. 
It would appear that some, and at times the majority, of these were 
either owned or financed by persons who already had registered 
membership in the Association. When Association membership was 
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offered it usually went to those already producing as free-lance 
farmers. Thus it is apparent that an appreciable, though undeter- 
mined, proportion of the acreage rights issued by the Association 
were in the hands of those who had broken ranks to circumvent 
Association restrictions, especially when acreage cuts were 

imposed. Buyer members also encouraged free-lance growers by 
providing a market for their crops. The recurring presence of free- 
lance farms required action from time to time to register and grant 
basic rights on such farms to bring them within the Association's 
control. On the cther hand, ready acceptance of such new members 
would encourage still more free-lance farms with eventual increase 
in registered basic acreage and consequent increased restrictions on 


members. 


It is obvious that the Association did not follow a 
consistent method in allocating basic acreage. For example, basic 
acreages established in 1936 were set on the number of acres of 
tobacco grown on the farm during 1934, the year that growers had 
been urged to reduce plantings by 25%. In such circumstances those 


who had co-operated most were awarded the lowest acreage. 


During the next few years basic acreage granted to new 
members was based on 45% of available tobacco land. The adoption 
of this method may have been influenced by opinions and interences 
that land suitable for growing flue-cured tobacco in Ontario was 
limited,as well as by the considerable public emphasis placed on 
soil conservation practices at the time. However, judgment as to 
what constitutes suitable land for any crop is subjective at best 
and suitability depends on the production methods currently 
employed. Tobacco growing technology was advancing rapidly through- 
Out the J3fe ols tne Association and any appraisal of land suitable 
for tobacco on a farm at any time during this period was likely to 
be invalidated rather soon. Moreover, although acreage grants 
based on 45% of the available land recognized the need for crop 
rotation, viz. soil conservation, this restriction appired’ only “to 
owners of single farms. Owners of more than one farm could grow 
tobacco wherever they chose providing they did not exceed their 
total allotment and also, during certain periods, they were 


permitted to have rights transferred from one farm to another. 
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The later practice of granting basic acreage on the basis 
of kilns erected appears to have resulted from the need to find a 
method more objective than land appraisal. Consideration of land 


suitability then became, at best, secondary. 


Whatever circumstances gave rise to changing from time 

to time the methods for allocating basic acreage to new farms, there 
was no systematic procedure for adjusting inequities that resulted 
from the application of the various bases. As stated in the 
Restrictive Trade Practices Commission Report: 

"Me acreage allotments set on these various bases by the 

Association appear to have remained fixed thereafter. 

However, it would appear that, at a price, adjustment of basic 
acreage was possible during part of the period because the Association 
recognized the sale of acreage rights by a member separately from the 
land. Later this privilege was withdrawn by the Association. 


'Cold Storage! rights, to which frequent reference was 
made in the course of Committee hearings, could be accumulated by 
buying rights during the period when they could be sold separately 
from land. Such rights were related to specified farms and COuULG spe 
kept in 'storage' and used as required to avoid reducing plantings 
when the Association imposed acreage cuts. The extent to which cold 
storage rights were accumulated by this and other means could not be 
determined from the records available. Another source of cold 
storage rights arose from a process sometimes referred to as 
'skimming'. At times owners of more than one farm were permitted 
to transfer rights from one farm to another. When one Of cnese 
farms was sold the purchaser could arrange to have additional rights 
included to provide some for cold storage. On the other hand, some- 
times the vendor retained all rights for his remaining farm or farms 
and the purchaser of the farm from which the rights had been skimmed 
could apply to the Association for new rights, which might not be 
granted until after a period of free-lance growing. 


The Restrictive Trade Practices Commission found that the 
policy of the Association in not maintaining a recognized procedure 
for the admittance of new members was intended to have a restraining 
influence on the expansion of the flue-cured tobacco pndaustry. 


While concluding that tnere were inequities in the system of the 
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Association which were not highlighted in the Restrictive Trade 
Practices Commission Report, this Inquiry Committee is in general 
agreement with the undernoted findings of the Commission: 


"The rigid manner in which individual acreage allotments, 
once established, have been kept without change limits 
tie Cpportunity tor the organization of farm operations 
so as to secure the most economical utilization of 
resources and may hinder the adaptation of farm units 
to the optimum size as technology of production changes." 


KEE KH HH 


4 


"The determination of annual crop acreage solely on the 
basis of. the avoidanceof surpluses ,owhieh appears tc 
be the present objective, may, on the one hand, tend 
to too great conservatism in the allocation for 
members and, on the other, encourage a more rapid 
than necessary expansion outside the Association. The 
result is either the under-utilization of existing 
resources or their unnecessary duplication." 


KK* HH 2 


"The conservatism which may result from the present system 
of acreage allotment and control may be expected to 
affect most directly the quantity of tobacco available 
for export and to lead to a slower development of the 
industry in Ontario than might otherwise occur." 


HK HHH KKK 


"The preferred selling positions established by the 
regulations of the Association and the resulting less 
advantageous positions in which independent growers 
have been placed have tended to create values for 
farms possessing "rights" which make difficult the 
appraisal ofytobacce farms’ “in “terms of actual 
productive capacity. Such a basis of valuation, 
resting upon the power to exclude non-members from 
pheswmarkebyneis Mothcornsidered’ by the ‘Commission “as 
a healthy condition for the long-run development of 
an industry occupying an important position in the 
agricultural economy." 


The Report of the Restrictive Trade Practices Commission 
gave impetus to the formation of The Ontario Flue-Cured Tobacco 
Growers! Marketing Board which, despite conclusions of the 
Commission referred to above, proceeded to impose similar production 


controls upon the industry. 
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Production Control Since 1957 


From the beginning of the new grower Board there seems to 
have been no question about the need for production control or tne 
method by which it would be applied. The program of the Provisionat 
Committee, which in 1957 was working to establish a plan under The 
Farm Products Marketing Act, included undertakings that all basic 
acreage rights would remain the same and that there would be no 
independent growers because everyone who could furnish proor Of 
land and equipment would be given rights. The final pian included 
in powers delegated to the Board, provision for the fixing and 
allotting of quotas and for prohibiting any person engaged in the 
production of tobacco from marketing any tobacco in excess of his 
allotted quota. When the new Board assumed office, it immediately 
adopted the general technique of production control which prevailed 


under the old Association. 


However, by the time the proposed plan had been approved 
by a majority of tobacco producers and sanctioned by the government , 
the 1957 tobacco crop had been planted. Therefore, when the new 
Board assumed office it was faced with the problem of implementing 
the program of the Provisional Committee and applying it iy Doe 


middle of a crop year. 
Initial Registration 


In order to market their crops, all persons who were 
growing tobacco in 1957 were required to register with the new 
Board. Temporary quotas on thes basis®of six'acres per existing 
kiln were granted to producers who had not been members of the 
Association. Former Association members were granted quotas equiv- 
alent to the number of Association basic acreage rights held by them 
and at the same time were allotted so-called ‘basic marketable 


acreage' in place of their former basic acreage Pigchtse:. 


The Committee has reservations about the manner in which 
initial registration of former Association members was made. AS 
far as the Committee can ascertain the only record of ASssOGlacicn 
basic acreage rights available to the Board in 1957 was a copy or 
an alphabetical voting list of Association members with a hand- 


written notation of each member's rights. It also seems CAS CNe 
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origin of the notations is unknown and that when Lhe Tat .ecord 
cards and predecessor ledgers of the Association were. turned over 
to the Board some two years later, no attempt was made, or has 


since been made, to correlate them Withabne soriginal 11st. 


The Committee was unable to obtain from Board records 
or employees satisfactory clarification of the precise number of 
Association rights that were converted to basic marketable acreage. 
It would appear that some Association members Gid not register with 
the Board in 1957, presumably because they had stopped growing 
tobacco. However, since 1957 a few of such members have registered 
and, in accordance with the undertaking of the Provisional Committee, 
their old rights have been honoured. Apparently no attempt has been 
made by the Board to determine either how many former Association 
members have not registered or the related number of basic market- 
able acres involved. For all statistical purposes, the Board uses 
the figure of 131,000 basic marketable acres in respect of 1957. 
This figure is a composite of the estimated number of rights 
converted and the acreage grown in 1957 by former independent growers. 


Under the Association, rights were issued to members both 
for individual farms and for farm units comprising a number of 
separate parcels of land. Some of these farm units were registered 
with the new Board as one farm while others were divided into 
separate farms with the registering member allocating his basic 
acreage as he saw fit. In registering the farms of Association 
members, deeds were not required and, except where the member has 
requested measurement, land available for growing tobacco has not 
been measured by the Board. As a result, in many cases the Board 
knows neither the size of tobacco farms nor the acreage avad lable 
to grow tobacco. Thus the new Board, when granting basic marketable 
acreage in 1957 to former Association members, not only perpetuated 
the inconsistencies inherent in the basic acreage rights of the 
Association but also permitted the opportunity for further skimming 
by multiple-farm owners. 


Allotment of Basic Marketable Acreage 
to Independent Growers 


Independent growers, defined as persons who grew tobacco 
in 1957 under a temporary quota, were required to submit to measure- 
ment of their available tobacco land in the spring of 1958 if they 
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wished to continue to produce tobacco. Determinations of land 
suitable for growing tobacco were made by employees of the Board 

on the basis of subjective judgment. The trapezoid method of area 
calculation was used in measuring this land but deeds were not used 
to verify farm boundaries or ownership. Basic marketable acreage 
was allotted to the independent growers on the basis of A5% of 
available tobacco land as determined by Board measurements. 


However, in 1959, a few of the independent growers demanded 
and obtained remeasurement on the grounds that they were forced to 
submit to measurement in 1958 before they were ready. Presumably 
this meant that such growers had intended to clear additional land, 
or to improve drainage, or in some other fashion alter their land 
to increase the acres that could be considered available tobacco 
land. 

Adjustment of Basic Marketable Acreage 
of Former Association Members 

Former Association members who applied to the Board by 
April 1, 1958 could have their land measured by the Board with the 
understanding that basic marketable acreage would be adjusted to 
45% of the available tobacco land at the time of: inspection, 
regardless of whether or not the measurement provided more or fewer 
rights than previously granted. If application was made by a 
multiple farm owner, all farms registered in the name of that owner 
had to be measured and adjusted. However, circumvention of this 
provision could be accomplished readily by requesting a change in 
the registration of a farm or farms in the records of the Board. 
Such registration changes were made by the Board, unsupported by 


deeds or documents other than a registration form. 


This policy of measurement and of acreage adjustment was 
continued into 1959 for all former Association members who applied 
by April 15, 1959. Thus it would appear that former Association 
members had ample opportunity to increase their basic marketable 


acreage to a minimum of 45% of available tobacco land. 


According to the brief submitted by the Board to the 
Committee, the aggregate of basic marketable acreage adjustments 
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for former Association members and allotments to former independent 


growers were as follows: 


L950 1,040 farms Io, i acres 
1959 209 farms 1,405 acres 
1,249 farms 14,602 





The total of 14,602 acres represents about 60% of the 
increase in tobacco production rights since inception of the new 
Board. Thus owners of farms producing tobacco at the time the 
new Board assumed power have been the principal beneficiaries of 
the expansion of acreage which has taken place under the Board. 


Admission of New Farms 


In 1958 and 1959 any person wishing to obtain basic market- 
able acreage for a farm could apply to the Board by a given date in 
each year, for land measurement. Acreage was ableottedatoaetnese 
applicants on the basis of a maximum of 30% of the measured avail- 
able tobacco land, with the proviso that kilns had to be erected by 
the first of August for the amount of tobacco produced under the 
allotment (on the basis of six acres per kiln plus a three acre 
tolerance). Subsequent annual increases of 5% to a maximum of 45% 
of available tobacco land were granted provided that some tobacco, 
although not necessarily the full quota, was grown on the land and 
that sufficient kilns were erected (on the basis of six acres per 
kiln). 


Existing growers as well as entrants to the industry 
took advantage of this expansion of basic marketable acreage. ror 
example, an existing grower could obtain basic marketable acreage 
on undeveloped land, erect sufficient kilns and plant a nominal 
amount of tobacco. Having thus complied with the regulations of 
the Board, he could then proceed to plant the substantial balance 
of his quota on his original farm. In this way, an established 
grower could protect himself against annual acreage cuts or develop 
a more suitable economic farm operation. In other words, additional 


cold storage rights could be created. 
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Following the admission of new farms in 1959, the Board 
concluded that existing growers were being undermined by expansion 
of basic marketable acreage. Accordingly, no new basic marketable 
acreage allotments have been made since 1959 other than the 5% 
annual increments granted to 1958 and 1959 applicants. 


In its brief to this Committee, the Board stated that ale) 
1958 it granted 2,445 basic marketable acres to the owners of 145 
new farms and in 1959 4,075 basic marketable acres to the holders of 
226 new farms. The foregoing are stated in terms of 30% of tobacco 
land available at the time of measurement. When projected to the 
maximum 45% of available tobacco land, not more than 9,780 basic 
marketable acres should have been granted to the appldicamus aover 2 
period of time, assuming that the provisions relating to the 
erection of kilns and the growing of some tobacco were observed 
by all of the farm owners. However, the Committee has been unable 
to ascertain why the basic marketable acreage So granted already 
exceeds the 45% maximum by over 200 acres, although it would appear 
that not all of the growers have fulfilled the requirements for the 
45% allotment. 


Board Policy on Measurements 


Determination of suitability of land for the production 
of tobacco is, at best, subjective. Furthermore, land can be 
altered by clearing, filling, draining or other means. It would 
appear that the Board has recognized the basic weaknesses in such 
determinations by its adoption of the policy that®after: 1L9og9°no0 
farm should be re-measured for purposes of adjusting basic market - 
able acreage until such time as all farms are so adjusted. The 
Board contends that former Association members and independent 
growers had ample opportunity to apply for land adjustment and 
that new growers had ample time to protest Board measurement. The 
Board appears to have been consistent in the application of this 


DOLL 
The Quota System 
Until the enactment of legislation in 1963, the Board did 


not have the power to directly control production of tobacco within 


the province and this legislation has been challenged in the courts. 
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However in prior years the Board effectively regulated the 
production of tobacco by stipulating the acreage from which tobacco 
could be marketed. 


Basic marketable acreage has been used as the foundation 
for allocating the anticipated market requirements for each year 
to growers. This has been accomplished by establishing an annual 
basic tobacco marketing 'quota' expressed as a percentage of basic 
marketable acreage. Theoretically, marketing quotas granted to 
growers are the pounds of tobacco that can be grown on a given 
number of acres. Actually a quota is granted and enforced in terms 
of the maximum number of acres that may be planted by each grower 
which, in turn, is established by the application of the quota 
percentage to his. basic marketable acreage after allowing for any 
specific exemptions. For example, in 1963 the basic tobacco 
marketing quota was 60% and an exemption of 6 acres was allowed to 
each grower. Therefore a grower with 36 basic marketable acres 
would be permitted to grow tobacco on 6 acres plus 60% of the 
remaining acres (36-6) acres, or 24 acres in all. 


Quotas under the Association 


The same general form of quota system was employed by the 
Association in allocating production requirements tc producer 
members. However, after determining the total estimated requirement 
for Canadian tobacco, the Association deducted the estimated 
production of growers in other provinces and of free-lance growers 
in Ontario to arrive at the market available for Asscciation members. 
This latter amount was divided by the previous five-year average 
yield to give the maximum total acreage to be planted by members. 
When this was lower than the total basic acreage of all members, 
the allotment of each was lowered proporticnately. Conversely, 
when the estimate of total acreage required to be grown by members 
was higher than the total basic acreage, the allotment was open. 


Acreage allotments were only effective for regulating 
actual production within fairly broad limits because growers, with- 
Out any obligation to plant the full acreages allotted, deviated 
from them in varying degrees and, of course, yields varied widely 
from year to year. However, having participated in setting acreage 
allotments, buyer members purchased all tobacco produced by grower 


members. 
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The following table shows the distribution of Association 
allotments for the period from 1937 to 1957. 


Percentage Frequency Years 
Open 5 1943, 1944, 1945, 1946, 1947 
100 4 1942, 2oSd, *19S4) 7957 
go 2096 4 1937, 1938, 1939, 1956 
80 - 85 3 1948, 1949, 1950 
16 = o> 6 1941,°19535,; 1955 
66 2/3 2 1940," P3952 


Independent growers, while lacking some of the assurance 
provided by membership in the Association, were relatively sure of 
a market Tor their crops and were free to grow whatever acreage 
they desired. At the same time, the greater the estimated production 
of these free-lance producers, the lower the percentage of basic 
acreage that’ could be grown by Association members. However, 
existence of Association regulations that could prevent buyers from 
purchasing the crops of free-lance growers as well as a deferred 
market had some effect on such growers. To some extent these factors 
were likely to influence the availability of credit and certainly 
reduced both the entry of new growers into production of tobacco and 


expansion by existing independents. 


Periodically, independent producers were admitted to the 
Association. Once granted rights as Association members these 
producers had a valuable asset at no cash outlay; such rights 
greatly enhanced the sale value of their property and to some, the 
selling of such. property, seemed to be a.faster way to create wealth 
than growing tobacco. 


It seems clear that under the Association, buyer. partici- 
pation was a key factor in quota establishment. While in a position 
to provide more informed opinions concerning some of the factors 
entering into the computation of production requirements, buyers 
could.also strongly influence.the serving of their own best 
interests. .The best interests of the buyers were not necessarily 
consistent with those of the growers, although growers undoubtedly 
benefited by such. buyer actions as the short-run balance wheel 


operation to take up over-production. 
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Quotas under the Board 


vance 1958 basic’ tobacco marketing quotas Tor each year 
have been set by the Board but buyer participation in determining 
production requirements has not been permitted. The tobacco 
marketing quota for each crop must be set early in the spring of 
each year in order to provide growers with sufficient preparatory 
time. The practice of the Board has been to hold a special meeting 
for the purpose of establishing a quota. Several days in advance 
of the meeting Board members are provided with various statistical 
Summaries relating to acreage, production, sales and stocks of 
prior years and withoeharts showings onrtheobasiscofedirferent 
yields per acre, the estimated production at various percentages 
of basic marketable acreage. 


A number of complicated and inter-related factors must 
be considered in determining a marketing quota. The production 
target, in terms of pounds of tobacco, is a composite of estimates 
of domestic and export consumption and the related inventory 
requirements of buyers. Estimates Of export sales can be contingent 
upon the quality and prices of crops both in Canada and in competing 
countries and upon non-economic factors over which the Canadian 
industryenas little or no control. Inventory policies and practices 
of the buyers must be predicted and the willingness of these buyers 
to increase their stocks and thereby serve as a balance wheel in 
the event of excess production must be appraised. The quota 
percentage set to achieve the production target is affected by yields 
per acre and by unplanted acreage. Variations in yields per acre 
are particularly significant and depend upon weather conditions and 
CUuleural praci ices . 


However, Of prime importance in considering a marketing 
quota, is the determination of objectives of the quota system. 
Decisions in establishing a quota will be influenced in one direction 
if the objectdveimdis (to reducexthe isupply of Tobacco''for the sake of 
price enhancement. Decisions will be influenced in another direction 
47 1th “ee telrt Chav wlbe wsupply snowld be, increased Jn ane nope that a4 
combination of quality and price may be sufficiently attractive to 
bring new buyers to the Ontario market with the eventual possibility 


of a permanent market expansion. 
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Unquestionably, buyers of tobacco are in the position to 
provide much better informed opinions concerning some of the factors 
of quota determination than are the producers. However, co-operation 
between buyers and the Board has been lacking. The Board has been 
determined to maintain total control of producers' affairs in its 
own hands. This appears to have resulted partially from the 
“divergence cor objectives of buyers and producers and to mistrust 
inherent in buyer-producer relations. The latter situation may be 
of greater importance because of undesirable business practices 
prevalent before the present marketing system was commenced. 


The approach of Board members to the establishment of 
annual quotas appears to be individual rather than collective . 
Board minutes do not indicate the establishment of a uniform 
production objective, or agreement on any of the factors gavolved, 
or the production quantity being established as a production target 
in any one year. The conduct of the Board meetings held on April 
30, 1962, at which the 1962 tobacco marketing quota was set, 
provides an example of the Board's approach to this most important 
aspect of its responsibilities. 


According to the minutes of these meetings the following 


occurred: 


(1) A motion was made to set the quota at 65% of basic 
marketable acreage after exempting the first 6 
acres from each quota fixed and allotted by the 
Board. (For example, a producer with 36 acres 
of basic marketable acreage would be entitled to 
plant 6 acres plus 19.5 acres (65% of 30).) 


(2) An amendment to the motion was made to set the quota 
percentage at 70%. 


(3) An amendment to the amendment was made to set the 
quota percentage at 75%. 


(4) An amendment to the amendment to the amendment was 
made to set the quota percentage at 60%. 


(5) A vote on the amendment to the amendment to the 
amendment (60%) took place with 3 members in 
favour and 12 opposed. 


(6) A vote on the amendment to the amendment (75%) took 
place with 8 members, including the seconder of 
the amendment (70%), in favour and 7 opposed. The 
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(10) 
(11) 
(12) 


(13) 


(14) 


(15) 


amendment to the amendment was declared carried 
and the amendment and the motion lost. The 
Gobacco marketing quota, therefore, was 
established at 75% of basic marketable acreage 
after exempting the first 6 acres from each 
quota fixed and allotted by the Board. 


Discussion was held on several other matters, following 
which the meeting recessed for ten minutes. Upon 
resumption a motion was made to adjourn the meeting 
and to reconvene it ten minutes later. The vote on 
this motion was tied so the Chairman cast a deciding 
bal lGtisin’ favour of the motion, 


Notice of the reconvened meeting was waived and a 
motion made to revoke the tobacco marketing quota 
set in the previous meeting. This motion carried 
DY, “Aud GeO TD OO vs 


A motion was made to set the quota at 60% of basic 
marketable acreage after exempting the first 6 
acres from each quota fixed and allotted by the 
Board. 


An amendment to the motion was made to set the quota 
percentage at 75%. 


An amendment to the amendment was made to set the 
quota percentage at 70%. 


An amendment to the amendment to the amendment was 
made to set the quota at 65%. 


A vote on the amendment to the amendment to the 
amendment (65%) took place with 5 members, 
including the mover and seconder of the original 
motion (60%), in favour and 10 opposed. 


A vote on the amendment to the amendment (70%) took 
place with 7 members, including the mover and 
seconder of the original motion (60%) and cf the 
amendment to the amendment to the amendment (65%), 
in favour and 8 opposed, including the seconder 
of this amendment to the amendment. 


A vote on the amendment to the motion (75%) took 
place, with 8 members voting in favour and 7 
opposed. The amendment to the motion was declared 
carried and the motion lost. The tobacco marketing 
quota was thus established, as ao yune prey lous 
meeting, at 75% of basic marketable acreage after 
exempting the first 6 acres from each quota fAxed 
and allotted by the Board. 
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The foregoing indicates to this Committee that, even if 
the quota system could be considered sound and equitable, the 
establishing of the basic quota by the producer Board is, at best, 
a haphazard exercise. In the opinion of the Committee, determin- 
ation of quotas by the Board has been considerably less than 
successful in achieving production stabilization and further has 
been a limiting factor in the expansion of export markets. 


Marketing Quotas Established by the Board 


On coming into existence, the Board inherited the prede- 
cessor Association quota for 1957 of 100% of basic acreage. The 
Board accepted this quota for 1957 and also permitted former 
independent growers temporary quotas based upon six acres per kiln. 
Since that time the Board has established annual quotas as a 
percentage of basic marketable acreage after deducting an exemption 
of six acres for each farm. These percentages have been: 


1958 - 85% 
1959 - 75% 
1960 - 85% 
1961 - 80% 
1962 . 75% 
1963 - 60% 


In the undernoted table, quota acreage, planted acreage, 
production and yields are summarized for the crop years frome LISy 
through 1963. The summary illustrates that yields per acre and 
unplanted acreage have fluctuated significantly, in, Dhespast, seven 
years with important effects upon production. Accurate prediction 
of yields is impossible. Coupled with the forecasts. required. for 
market and inventory requirements, it seems evident that the quota 


system is subject to gross error in any given year. 
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ONTARIO FLUE-CURED TOBACCO PRODUCTION 
1957 - 1963 
SUMMARY OF ACREAGE QUOTAS AND YIELDS 


Total Total Total 
basic Total Tova. Unplanved known Yield in 
marketable quota planted quota production regs 
Year acreage Allotment acreage acreage acreage thousand 1lb.per acre 
Oo lS 1, O00 100% Vo OOOm LT O04 oy to 148,027 L,.2o6 
1958 142,957 85% Tees UC Lil, OUe 7,415 174,918 1,486 
19590" 149,039 75% Ta7s6OQ0bhlly,274ey 16,526 145,344 1506 
1960 150,145 85% VS PeOoe. al co po.6 Iigbag 199,004 1,607 
a 9600 225215 370 80% 12O,449Lcc, co? 4,162 LIO VLOG LeOOO 
1962, 152,106 75% VEO soo LIS ion. 4,260 LGOR oS 1,545 
1965 %:45c,000 60% £02; 000* 899,956 2,464* 1.82, 000% Avge yale! 
Notes: 


(1) Acreage and production statistics for the years 1957 - 
1962 were obtained principally from the Board's 196¢e 
Arbitration Brief. Although such statistics do not 
agree in all cases within the reports of the Board 
or with data published by the Dominion Bureau of 
Statistics and the Ontario Department of Agriculture, 
aifferences are not of any significance for purposes 
of this summary. 


(2) Estimated figures are marked *. 


The 1963 quota of 60% (after a basic exemption of six acres 
per farm) was set as one of the conditions for a Province of Ontario 
guarantee of bank loans to finance the unsold tobacco in tne7 goa 
crop. Presumably it was believed that the apparent excess supply 
from the 1962 crop could be disposed of to better advantage if 1963 
production was severely restricted. The IMOOS LU Lom On, Such | 
restrictions did little to add to the confidence of foreign buyers 
in Ontario as a source of supply. In any event, the severe acreage 
cut did not achieve its purpose because growers responded by 
producing an all-time record yield of over t’S00 Sb, perseacroes “lnas 
4s similar to the reaction experienced in United States when acreage 


reductions have been imposed. 


Basic marketable acreage under the Board has increased 
over the basic acreage of the Association by approximately 25,000 


acres or about 20%. 
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While, most) of, this. increase went, to existing growers, it, was 
necessary to.equip many farms for the additional acreage... The 
productive, capacity, of the dndustry. was so increased..but. plantable 
acheage wnder the quota eystem has declined)... Thus the qucta system 
Mas sPresuiced in Ancreased Costs per acre of production, While Higher 
VielUs leven teoselew toe €l06CG Upon unit costs,. monetheless, 
prescure Nas Deer Cleave’ 1 Or tiignerm setting prices. “he nignrer Une 
Serie er ce, vue seus OUlOrLUisly tiere. "TS TOL” expalicine expcrt 
Markeve. WivloOWe suCcil GxDancding’ mMarKevs, “Excess Productive Capaciey 


Cannow be UtLlized nor Can Costs be reduced’. 
Allocation Of. Quotas 


Under the ecreage quota system, each producer has been 
Derm tread tOLVeroy a maxim Of Six acres of tobaceo plus the quota 
bercentage Of Nis remaining basic marketable acreage... Until the 1962 
Chere car.ean Oyner OF two lOr more farms, each Of which fad a 
marketing cuola, could use tne areregate of such quotas on one or 
more of these farms, as he saw fit. Further, an owner of tobacco 
farms was permitted to grow his total quota on any land owned or 
rented, by him regardless of whether or not such land carried basic 
marketable acreage. The purpose of this appears to have been to 
permit a farm owner freedom to obtain maximum economic benerit 
Witmin the "iintts or Wie overMar “quoves. However) it Pvoc the “Boerd 
decreed that an owner of more than one tobacco farm could transfer a 
quota from one farm to another only by (a) sacrificing one and one- 
half’ acres "of the ‘basic exemption on the farm to which the quota was 
transferred and (b) growing at least the same number of acres cf 
tobacco *on the farm’ from wihtich the ‘quota was transferred “as were 
being grown on the farm to which the quota was being transferred. 
Miso 27 190c, “a “crower -coulo grow *part-or fall or nis mucosa im -anot her 
property without basic marketable acreage, either owned or rented by 
Him, only by sacrifi@ing one “and one-half acres of the basic 


exemption cf the farm from which the quota was transferred. 


The F962 ducta transfer regulations ‘were “mrsinterpreted 
by "a Tuniber of growers but these growers were eventually permitted to 
market their full crops despite their failure to comply with the 


Pegulations. The Board then proceeded in 1965 to create reguilaticns 
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which would prohibit the transfer of quotas from the farm to which 
they were assigned, However, The Farm Products Marketing Beard 
objected and as a result the 1962 regulations concerning transfers 
were substituted for the proposed 1963 revisions. 


Enforcement of Quotas 


The allotment of marketing quotas in terms of acreage that 
can be planted has required the physical measurement of acres 
planted. Each year the Board has caused all crops to be measured, 

a practice which was followed by the old Association, and growers 
planting in excess of their quotas have been required to cut down 
the excess planting. 


Generally, crop measurement has commenced about the middle 
of June each year, and has been completed in from four to six weeks 
with more than 200 people engaged in the work. In addition to 
measuring, the Board also has caused about one farm in five to be 
remeasured by spot checkers. This has been done to verify the 
accuracy of the original measurers as well as to ensure that the 
grower has not planted additional tobacco after his crop was measured. 
If not satisfied growers have been given the opportunity tc have their 


acreage remeasured- 


Any grower who planted acreage in excess of his quota has 
been required to cut, down.nis) excess acreame andsthe Board has sent 
anspecteors. ToO.verily that this has been done. In general, cver halt 
of the growers have. been required to cut down excess planting. This 
is not surprising when it is considered that normally a grower would 
not be precise in measuring his planted acreage and therefore his 
tendency is to overplant and subsequently cut back rather than tc 
undemplantty For’ examples” in’ i961, 1,936 growers were required to 
eut down 24314*acres' ‘of tobacco while” in 1962,°°2,340° growers were 
ferceadte cut-down 2 3674* acres’: 


Direct costs. to the Board of quota, enforcement approxi- 
mated $75,000 each year up to 1962, when costs increased to about 
$95,000. 


ye 


Hotitw oo mis? ony moth asso 
bieod galteieM exfoubor 
enxotensts gotiteonos: enoktelun t 30e. 
| .enobalvet eer Sas fig 


hah ie 
Tore A 
























} eA ap ah 
a) 
wile rary a 


pe Rete ed of aqoxs fife ‘hecint, nal rete oy. 
azewoig bas .mol¢shooaeA blo arid. We bewoltod 21 oan 
nwob gus ot bertupes need ‘even estoup ated to easoxe. ok gate: 1s bet 
eae - sankfasla seo0Ks id 
efbdim ers gyods beorenmso ‘des toonesuagen goro ‘ekfersnied | Ay 
exeew xte od iol mot mt padelgmoo mead asd baa stevens saut ’ is 
of notdibbe at. » sO ent ak begeans | eiqoeq 008. nat “e10m im ddkw 
ed oF evi at sitet Eyy re) twods beeuso asd ‘oefs bisod. ond Can ety ‘Hot 
ott ytisev ‘od edb esd: aed al erevoens’ yoqs wt “ petwasoms 
ond gacit exyene o2 ae {few es 2 TS tue BOI fsntatso ‘edd ‘to ‘Yosty908 
.beiseem esw goto eld wits ooondes fenotstbbhs bednalg Jon asd newer 
sted? even ith ibaa ont oviy de even BISWOTE bottatdee ton 


. botasom4 Mis 





7a 





Sai stoup ald To eepoxs Gh agseros bedheetss orlw LOwotTR, yon: et baae 
Jase ean bs S08 eng bas BLOWS. Ba99Xx9 alc nwoh dua o3, bostupet 988 
ified -a9vo0 ,{stensa ad _ SNOB 99d ean eldg tens yitiev ov iodoeqant — 
et i Ye AS Ba90x8 OWOP $450 ocd beitupes aged evar BLIWOT edt to. 
Dluow tevoty s vileoton hed betebhenco al tL nedw gitataqave ton, et 
ald sioloeted? bre IQASTIS bednal atd antivesom st eelootq. od york 4 

> madd ted¢es Aosd tuo yldnsupeedue baa tae lq'evo- ot ef. yonebiaes ; 

od Settupst stew atowomy GEG.f . [del al .elqmaxs 10% sasiqrebay | 
esew aiewory O8E.S ,Sé@l mi elinw oosadod, ‘to ee'tos: SLE, 8 nwob yo - 
(ets v8.3 nwob Jun oF beoto? | 


fxouqqs Srromg oo TAS esta 10 btBoe ead © eteoo. toeti@d (4. fii) 
Iueds aot beesgetont etaon sodw. Seed od qy "ns ogee Gad E58 beJam 
000.808 


am A Chie 


= 


» Ale er ate t 7" 
a y ef Samer ai 
i ; SS. 


NA Sauna ees AS ve 


4 Bee 


Free-lance Growers 


In 1961, a few growers commenced to produce tobacco without 
quotas issued by the Board. These growers shipped their tobacco to 
Quebec for processing and sale. In 1962, some ten growers proceeded 
to produce crops aggregating about 150,000 lb. without Board quotas. 
Information in Board files indicates that most of these free-lance 
growers own other farms to which basic marketable acreage is attached, 
or had owned and sold such farms. The Board, after some controversy 
concerning their right to prohibit the production of this tobacco 
and its marketing in Ontario, yielded to the demands of the free- 
lance growers and permitted them to sell their tobacco to Ontario 


buyers in the spring of 1965. 


At the same time, amendments to the tobacco marketing plan 
were enacted to strengthen the Board's control of production and 
marketing. Included among the additional powers granted to the Board 
was the provision for 

"the destroying of any growing tobacco plants or other 


development in the producing of tobacco, or of tobacco 
produced in Ontario by any person, 


(1) to whom a tobacco acreage or other pro- 
duction oucta has not been Tixed and 
allotted, 


(ii) on acreage in excess of the tobacco 
acreage or other production quota 
ft ixedyandsa lhottedy to much persons, OF 


(iii) on land other than a tobacco farm in 
respect of which a tobacco acreage or 
other production quota has been fixed 
and allotted to such person." 

Thus the Board was empowered to destroy tobaccc that migh*? 
be grown by free-lance producers. However, in 1963 free-lance 
growers did plant and harvest crops and the Board did not exercise 
its full powers. The free-lance growers challenged the control cf 
the Board in the Supreme Court of Ontario. Judgment brought dewn ky 
the Court in October 1963 dismissed the action, and in effect, 
confirmed the Board's authority in this matter. it is understccd 


that this decision will be appealed to a higher court. 
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Value of Basic Marketable Acreage 


It is clear that the number of basic marketable acres 
attached to a tobacco farm has been a major determining factor in 
its sale value. Without rights, the owner cannot prcduce tobacco 
or benefit from production control and pricing programs. In the 
course of its enquiries, varying producer estimates of the value cf 
an acre of rights were expressed to the Committee, ranging in the 
extreme from no value to $3,000. 


The Committee does not consider that a specific value can 
be determined that is appropriate to all basic marketable acreage. 
How much an acre of rights is worth when a farm is sold will depend 
on conditions such as the following; 

(1) buyers' and sellers' estimates of the average annual 


amount and the variability of future annual benefits 
Of the contro) program, 


(2) their judgments of the likelihood that the program 
Wil] be continued, and 


(3) the rate of interest applicable to loans with less 
risk: 

These conditions vary with individual transactions. Further, 
any attempt to ascribe a definite sale value to acreage rights is 
obscured by the tendency for farms to be sold for low down payments 
of from 10% to 20% of stated sales price with the balance carried cn 
first mortgages bearing from 4% tc 6% interest per annum, Ccnsider- 
ing the relatively large amount of mortgage to equity and the risk 
factor of the industry, the stated interest is low; a more realisvic 
rate would probably range in the area of 8% to 12%. Thus part cf 
the high price for farms is,.in effect,,an additional bonus cose 
for obtaining a substantial mortgage at a low rate of interest. 


Examination of studies conducted by a special committee on 
assessment in Norfolk County was revealing. For assessment purpcses, 
tobacco land in the county is valued at from $70 te $125 per acre fcr 
snffictentddand on each’ farm) totallowniforcerop rotaticn) viz., double 
the number of basic marketable acres. General farm land <s valued at 
from $25 to $50 per acre. To determine the equity of these va.iues, 
the assessment committee examined the relationship cf assessed farm 
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values to sales values for a number of farms of each type in various 
sections of the county. The following data were extracted from reports 
Of this cOmmiucee. 


Tobacco farms General farms 
LI60 1961-2 1960 we Tote. 
Number of farms sold cae 78 58 56 
Registered sales 
price $AneyT So eO ward, B92 i287 AS iy5S50 a 452,450 
Assessment BCS Lou Shes peat ss A OO 154,000 
Assessment as a 
percentage of 
sales price 19.25% 15 .94% 55.51% 34 .04% 


If allowance of 20% was made on the sales prices of tobaccc 
farms to compensate for the method of financing, the tobacco farm 
percentages above would become 24.06% and 19.93%. Despite per acre 
assessment values for tobacco farms often double those for general 
farms, the percentage of assessed values of tobacco farms to sale 
prices is significantly lower than that of general farms, even after 
adjustment for the method of financing. Undoubtedly the inclusion of 
chattels would have some effect upon selling values, and might reduce 
the discrepancy in the relationship to some extent. However the 
results of the assessment committee study confirm that the value 
attached to land carrying basic marketable acreage is considerably 


greater than land without such rights. 


The value of tobacco acreage rights as distinct from the 
value of land was also confirmed by an analysis conducted for the 
Committee by staff members of the Department of Agricultural 
Economics of the Ontario Agricultural College. This study utilized 
the income capitalization approach to valuation. The vaiue of 
acreage rights derived from this analysis ranges from about Si ,000 
to $2,000 per acre. Because the study was bimiteduImescoperbyenhe 
lack of available data on tobacco farm income and expenses, the 
foregoing values are considered to be indications only rather than 
definitive amounts. Nonetheless, on the basis of all the infcrma- 
tion considered by the Committee, it has come to the conclusicn 
that the value of acreage allotments, while varying in range, is 


substantial and significant in relation to total farm costs. 
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Because increases in income tend to be capitalized into 
land values, windfall benefits accrue to vendors of farms who 
realize substantial capital gains through their possession of acreage 
Te CRC coma iileewiner ent One epienLl. Of prRodguct.On, COntrol was. Cended to 
support. real estate operations where farm vendors and speculators 
have benefited most by realizing substantial capital gains. New 
owners are saddled with heavy mortgage obligations to enable them 
Pompey coe) nignprices for the tarms, Tals fimancing 25 almest 
envirely irom private sources, usually the tormer cwner. “The 
mOorteage is-commoniy amortized according to the quarter crop-payment 
method, under which the buyer contracts to pay annually one-quarter 
Oteuhe ross Teceipis Arom tobacco sales on aecount Cf principal and 
interest... This is a heavy burden for a new tobacco Tarmer and often 
reduces his disposable income to a level where hardship is experienced. 
Sucty conditions stimmerve "pressure for"higher tobacco prices to 
alleviate the dack of net income after mortgage repayments. There is 
also pressure from the farmers to continue the acreage control 
Svyouem since toils 14 Une Cornerstone or the Aig tarm price Tac 
they have contracted to repay. Restrictions designed to raise the 
income of producers tend to be self-defeating in the long run because 
the higher incomes are capitalized into land values, thus raising the 


cost structure for those who are and will be producing tobacco. 


It should be emphasized that the increase in costs 
resulting from high land values: is built into a private cost 
SEruUCtUre. Nol cone punLIC Cost Structure. High land values due. co 
the acreage restriction program could be reduced without any 


sustained loss in.tobacco output. 
Acreage Control and the Expansion of Markets 


Requirements of domestic tobacco manufacturers in recent 
years have been increasing at a much slower rate than has domestic 
consumption of manufactured products. This has resulted from changes 
in manufacturing. technology iand) in, particular from the,wider use of 
filter tips. Approximately one-half of Ontario's equipped tobacco- 
producing acreage can now supply all the tobacco needed for domestic 
manufacture. Thus, export markets are required if the substantial 
nemaining, capacity) 14s to be utilized. Under the 1965 quota, tcbacco 
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was produced on about two-thirds of equipped acreage and this 
production must bear the ‘faxed costs of the whole. . Almost one-third 
of the crop, burdened with this cost, must be placed in competition 
for export markets with tobacco produced by other growers throughout 
the world. Long-run prosperity of the industry, even within the 
confines of the acreage control system, is largely dependent upon 


the development of export markets. 


Ovemseacs buyersiiseck seont inuwty: ofwsuppla-winicterms of 
GUanvilUves Cual cy and prige,. in "orger to protect, tiles composition of 
Unein wvariogusyconsumer products. Some buyers, particularily in the 
Unaced Kingdom, are especially concerned with quantity, and quality. 
Olner puyeuepere qess restrictive wawogua lity. requirements but 
emphasize price. 


It. is' “significant to the ‘Committee that the” rate of 
Rhodesian expansion into United Kingdom, Commonwealth and Eurcpean 
markets has been much more rapid than that of Ontario, while United 
ptbaves, thestraditionak worldysupplien .of miue-cured tobacco, nas 
suifered badly by comparison. Most of Rhodesia's success can be 
attributed to continuity of supply muntrammellied by production 
nestrictions,( to va «concerted, effort towroduce tomthe mequirements 
OliekGs texportwumarkets: and, woromes extent. reductions sinpipriceion On 
the other hand, United states has employed acreage control and govern- 
ment. supponrti measures which: have, been accompanied by significantly 
incereased,-prices, and, lower quality tobacco »y Unfortunately; the 
acreage Control systemrinm Ontawio, panaideds tGheyexperitence, in 
United States. Acreage restrictions have had the effect cf encour- 
aCineg Ene product ici and preparavion Of the maximum quantity, OL 


beat aper acre ab tne expense of qualicy . 


The acreage. control..system, through, its failure to) create 
conditions which would encourage export expansion, renders a 
disservice GO. he, pub bics.of, Ontario, becausesdt ertiiictaddy. restricts 
Gota 1. sincome,poGentlal.of- he, sindustrys end thus .of» the, preovainee:, 
Further, if present restrviciidons: are addowed. to, continue, indefinitely, 
tials diikely. Chatwconcented.eifort will. be made to hasten the 
development cf tobacco production in other provinces of Canada, with 


Gonsequent reduction of domestic markets for Ontario topaccoa., 
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Alternative Methods of Production Control 


A number of alternative systems of production control were 
either suggested to the Committee or developed through its research. 
Essentially every alternative system was predicated upon acreage or 
poundage control or combinations of both. In its review of the 
alternatives, the following brief statement of principles was set 
out which it is felt. should be inherent in an acceptable alternative: 

(1) The system of control must permit free entry to any 
farmer and must permit each farmer the right to 


determine the optimum allocation of his own 
resources. 


(2) The system must maintain and advance the quality 
and economy of tobacco production. 


(3) The system must assure equity to all farmers and to 
allebuyersiand to the: public; serving the” interests 
of all equally and honourably. 


(4) The system mst be self-regulating and self-sufficient. 


Each alternative involving control through acreage that was 
examined by the Committee showed only minor merit in relation to the 
present acreage control program, which has failed to achieve accept- 
able standards in any of the above categories. For example, 
suggestions were made for a control system involving combinations of 
acreage and plant populations. Such a system might protect quality 
bY vestricting the crowding, of plants in the,field but does not 
prevent poor quality arising from forcing by excess fertilization, 
irrigacion., evc, _ Otherwise, such a system iis subjecy to all the 
deficiencies of control through acreage alone. 


Variations of quota systems based on the number of pounds 
of tobacco each grower would be permitted to market were considered. 
In all probability poundage control would remove the incentive tc 
downgrade quality by excessive attempts to increase per acre yields. 
However, a system with permanent poundage quotas would be subject tc 
all of the other weaknesses of the present acreage system and in 
addition, could result in exclusion from the market of some types of 


leaf desired by manufacturers. 















of '; eo “ee ‘ Reirotesae 


dimen den daeeniaahe SIO Le 
10. Sgsotos noqy wayeaitpy 
ett Io welvet) saben 
tea BSW aeigtoning to 


ah Na 


ot bite eréanst, [rs of water 
sisioh hn edd scaaniel gabte ol 


' 14) coal ae be ; 
aokarviventtes bas galt SL RO'S- we 
2sw 3alt egastos Aguows LotaDs antvtovat de saebege Host ny hare 
edd of nohveler mt gixom Yonkm xine, ‘bewods sodttmmoy eds Aw it Bx 
“Iqo00s eveldse of belts? est deidw) yintgorg Londo: sgsetos Insesh 
| elgqngxs sof .astiogeyae eveda, eMtd to’ que ig ebusbasia elds 
to anoljanidmos gitviovns£ aebah iia 0% stat sein CRORE a 
ytilsup tostong tigin modeye & ftow2 \. arial de Luqog tosiq: brs “egeetos 
Jon e9ob, tid blot?’ ott nt adaelg 10 galbwors ad. gntsonasees: eg” 
mottest it ste? azeoxe yd gakoro? ott | Batetis wWilavp tog daeverg © 
ot LLe oF toe due ‘ak meveye: @ Moe | <Subwrenis0 , og aoltaghrst 
. sols ogeeton dasoutt Lordaos, to esbonstobtob | 


-ebruog to tedmynm ond no Beasd emeseye stoup to enotdslisy 
boieblenos stew gentam og beddimtsg » ed bivow tewoty dese oooadod to. 
ot sylsnsont eit svomer binow Lorne. Sgabayog uti Lbdddorg. ffs al 
abisieanh S192 19q easotont OF siqneatis. avleseoxs yd yYolisep: ebstgnwob 
oF Jostdus ed biyow estoup eysbnueg Jnenemteq: itkw meteya 2  T8vEWoH 
at bis mesjeye see mde trisesiq odd te. sesesmisow isride ent to ifs 
to B9gY7 smoe-lo tol tem ond mort: toLeulsxe at divast bios .10L 72658 
| , Sretu tos tutEM vs bertasd Itself 


~ as . 4 





age 


ee a. 


—) > 
a aa a ee ee fee! LS a 


LI | 


Consideration of agricultural production control systems 
in Canada and elsewhere did reveal a number of features of interest 
although none of the systems appeared appropriate to Ontario flue-~- 
cured tobacco. In one system adopted for a domestic market an 
attempt was made to avoid discrimination and interference with 
public interest by cancelling all basic quotas after several years 
of operation and re-allocating them with subsequent reviews at five- 
year intervals. Within that scheme, basic quotas may be soid only 
to the marketing board which may reissue an equivalent quota to 
either an established producer or a newcomer. Annual quotas based 
on quantity of produce are interchangeable among producers at freely 
negotiated prices to permit adjustment cf individual enterprises. 
Such a system does not appear adaptable to a quality crop dependent 
on export as well as a domestic market. The value of quotas would 
result in added costs to some producers and aside from any advantage 
from redistribution, other disadvantages would remain. It is felt 
that even if tobacco quotas were issued for short-term periods the 
same undesirable conditions would result. It was finally concluded 
that eventually any system of production control will result in 
conditions similar to those that arose under the present system. 


Continuity of Supply for Export Customers 


. During the course of public hearings several growers 
suggested that selected grades of tobacco should be taken off the 
market and stored. in order to provide a continuity of supply for 
export markets. Presumably this stock would have been financed 
through Board or gcvernment sources. The Committee has given 
careful consideration to this proposal but believes that it is 
impractical. There appears to be no satisfactory means of forecast- 
ing the precise demand for any given leaf grade. in the Committee's 
view there would be considerable expense involved in stcring and 
carrying the tobacco and almost inevitably many grades wculd 
eventually have to be disposed of at a loss. Further, such a stock 
of unsold tobacco might well suppress speculative buying of current 
crops. in any case, continuity of supply for export markets is a 
broader concept than the holding of a stock of selected grades. 

What is required is the assurance of a continuing or increasing 
supply of tobacco, consistent in characteristics and handling and 
stable and competitive in price. 
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Conclusions and Recommendations 


In the early years the system of acreage control, begun 
under the Association and perpetuated under the Board, was notably 
successful in enhancing producer incomes and stabilizing production. 
To accomplish this, controls were directed to the avoidance of 
surplus and geared basically to the domestic market with export 
markets being relegated to a residual position. 


The Committee has concluded that production control for 
the flue~cured tobacco industry of Ontario is no longer Teasible 
and should be abandoned as soon as possible. Some factors leading 
to*this’ conclusion are: 


(a) Production controls have not succeeded in preventing 
an excess supply of tobacco, even though they had 
the effect of keeping idle an average of 19% of all 
acreages with rights to produce in the five years 
from, 1958. 60,296.07 inclusive. The jsize fy the, ad 967 
surplus was such that it was necessary to make a 
levy on all producers and obtain government assist- 
ance to finance unsold tobacco... In 1963 the quota 
was reduced from 75% to 60% of basic marketable 
acreage, yet total production in 1963 is estimated 
to.be higher. than in 296¢c. 


(b) Acreage rights to produce tobacco have not been granted 
to new growers since 1959. By prohibiting the 
production of tobacco by farmers who do not possess 
acreage rights, The Ontario Flue-Cured Tobacco 
Growers! Marketing Board is infringing on the funda- 
mental rights of any farmer to utilize his land, 
equipment, capital and skills to the best possible 
advantage. 


(c) Capitalization of acreage rights in the Cost, OL.Tarcms 
and the AnabLlicy. LO Ubelige all tacilities to. tne 
maximum because of the restrictions on production 
have resulted in pressure for higher selling prices 
for tobacco. 


(ad) When faced with reduction in acreage quotas, growers 
have tended to force tobacco production per acre with 
consequent lowering of quality. The lowering of 
quality, coupled with the pressure for higher seliing 
prices, has been detrimental to full exploitation of 
the export market. It is also likely tc stimulate 
tobacco production in other provinces where no prcduc- 
tion controls are in effect and thus could lead tc 
the permanent loss of markets for Ontario producers. 
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(e) Granting of acreage rights has been made on incon- 
sistent bases in past years and such inconsistencies 
have been perpetuated. This has worked to the 
detriment of some growers as compared with others. 


(f) Production control as practised by the Board has 

tended to protect the less efficient grower from | 

the competition of the more efficient, to the 

detriment of the industry. 

The Committee recognizes that over a period of 30 years 
the acreage rights system has become firmly entrenched in the Ontario 
flue-cured tobacco industry. Many growers have purchased farms 
during this period and, through Capitalizetionvot the acreage rignts, 
have had to pay in advance for benefits expected from the production 
control system. It is recognized that immediate complete withdrawal 
of production control might give rise to Gnaoctic condlosons: in; the 
industry. It recommends that a withdrawal program be instituted 
whereby over a five-year period production “controls would “ve “elim- 
inated. For example, annual quotas might be increased to say, 75% 
of basic marketable acreage in 1964 with minimum annual quota 
increases of 5% of basic marketable acreage thereafter regardless of 
market conditions. At the end of the five-year period Droduculor oF 
tobacco would be open to anyone who wished to grow it. In the mean- 
time, every possible effort should be made through appropriate 
federal and provincial government departments and the Board to 
expand export markets in the hope that the abandonment of production 
control can be aécellerated: 


Increases in quotas must be tied in with some form of 
government deficiency payment support so as to provide an orderly 
withdrawal of production control. Recommendations in this connection 


AVE = SeL .Ollun Lhe DeCGLOn ol. 


On abandonment of production controls at the end of the 
transitional period, the marketing of tobacco in Ontario would. be on 
the basis of supply and demand and should meet criteria which the 
Committee feels are essential: 

(a) The system must permit free entry to any farmer and 


must permit each farmer the right to determine the 
optimum allocation of his own resources. 


(b) The system mist maintain and advance the quality and 
economy of tobacco production. 
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(c) The system must assure equity to all farmers and to 
Si buyers ana to che public, serving the interests 
of all equally and honourably. 


(d) The system must be self-regulating and self-supporting. 


The Committee.recommends that during the proposed.trans- 
itional period before acreage controls are abandoned the practice 
of granting a six acre exemption in the application of quotas should 
be continued in order that undue hardship would not be imposed on 
owners of small farms. The Committee further recommends that during 
this period no penalties or restrictions should be applied on the 
transfer of quotas between tobacco farms or between a tobacco farm 
and another farm. In other words, each grower should have full 
opportunity to make the most economic use of his acreage. 


An unfortunate feature of the withdrawal program is the 
continuing necessity for crop measurement and quota enforcement with 
the costs involved, which ranged up to $93,000 in recent years. The 
Committee considers that such measurement can be discontinued once 
acreage controls have been withdrawn and that thereafter all growers” 
of tobacco can be required to register the number of acres they have 
planted for purposes of provisionally estimating the over-all crop. 
Even after the withdrawal of acreage controls, the Committee 
considers it essential that physical estimates of all growers' crops 


be made by the Board, 


it tseenvisaged that control of production in ‘future years 
will be applied through the market but such control must be based 
upon the best possible information. Accordingly, the Committee 
recommends that an information program should be initiated by the 
Board as soon as possible. In this connection the Committee believes 
that the Board should engage such staff as is required to continually 
survey both domestic and export market requirements and potentials 
and factors influencing developments in these markets as well as in 
the major competing producing countries. Such a staff might inciude 
qualified statisticians and economists. In general terms, this 
would mean maintaining surveillance of and analyzing economic, 
political and social factors, both national and international, in 
order that informed judgments may be made. It may also involve the 
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use of simulation techniques to aid in assessing risks and best 
probabilities. Information so generated must then be disseminated 
on a regular basis to all producers. In accumulating such informa- 
tion an advisory committee, comprising Canadian manufacturers, 
buyers, growers and government representatives, as recommended in 
Section 5, would be of valuable assistance. In particular, 

Canadian manufacturers should be required to provide the advisory 
committee with forecasts of their requirements for manufacturing 
and inventory purposes. Further, as recommended in Section 6, 
growers should be provided with continuing cost information in order 
that they may determine their relative competitive positions. The 
Committee considers that more efficient producers will be able to 
capture a greater share of existing and future requirements and that 
in any event there must be a re-allocation of production resources 
either with or without production control. 
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PRICING AND GRADING 
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Secvron 35 
PRICING AND GRADING 


ahorOUducuLon 


Prior to 1934, producers of flue-cured tobacco bargained 
with buyers independently of each other and were generally without 
knowledge concerning conditions of the market or of the value of 
their crops in relation to others. On the other hand, buyers were 
better informed and, as production rose, could select and buy the 
best crops first. Under such conditions, suspicion of market 
manipulation and buyer discrimination grew, particularly among 
those who failed to sell their crops. However, the Tobacco Inquiry 
Commission of 1928 found that there was no evidence to prove that 
tobacco buyers in any way attempted to control normal competition 
and that reductions in prices in later buying was in line with 
lower quality left after the best crops had been taken up. It 
further found that a slight over-production, particularly of lower 
grade leaf, had a marked effect upon prices once immediate orders 


of the buying companies had been filled. 


Im the-pertod-from 7934 through 1956, initially under 
The Ontario Flue-Cured Tobacco Marketing Board and for 20 years 
under the Flue-Cured Tobacco Marketing Association of Ontario, a 
minimum average crop price was negotiated by buyer and grower 
representatives. Growers bargained individually with buyers Los 
the sale of their entire crops but the average price per pound 
paidefortall crops*could not be less than the established minimum 


average price. 


While the establishment of the minimum average price 
throughout this period was a matter of bargaining between buyer 
and grower representatives, the extent to which estimates of 
quality and quantity or other considerations influenced prices is 
by no means clear. There is little evidence to suggest that 
seasonal variations in quality influenced changes in the minimum 
average price or that quantity available in any one year was an 
integral factor. This situation arose because with the establish- 
ment of basic acreage, quantity of production was subject to 
restriction through allocations of the Association, and was no 
longer directly influenced by the average price paid for the pre- 
ceding year's crop. 
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Particularly during the latter years of the Association, 
the feeling existed among producers that quality did not receive 
consistent emphasis on the part ef buyers..-« ois 135 supported by 
a statement in the report of the Restrictive. Trade Practices 
Commission: 

" evidence seems to indicate that there is a 

tendency for buyers to pay a lower price for the 

higher grades than their quality would appear Le! 

justify and conversely a higher price, tortie 

lower grades of tobacco." 
The effect of this may well have been that the quantity of tobacco 
available was stabilized by keeping the less efficient grower in 
business at the expense of high quality tobacco producersradin any 
event, growers had no objective means of determining the values of 
their crops and many believed that they suffered through the lack 
of consistency between quality and prices. This added additional 
weight to the movement Watches ime Si! 5 resulted in the formation 


of The Ontario Flue-Cured Tobacco Growers! Marketing Board. 


Provisions of the Tobacco Marketing Pian 


The platform of the Provisional Committee which 
campaigned for a tobacco marketing plan in 1957 included the 
establishment of a minimum average crop price in the spring ene 
each year and the fixing of minimum grade prices in the Cot Wesel ae 
purpose appears to have been to give the producer some idea of 
value before he grew his crop and later to provide him with the 
means to determirie the relative value of the components of his 


crop at the time of sale. 


Thus, since its enactment in L95is tne robacco Marketing 
Plan has provided for the formation of 'The Negotiating Committee 
for Tobacco', comprising three representatives appointed by The 
Ontario Flue-Cured Tobacco Growers! Marketing Board and three 
appointed by tobacco buyers. The Negotiating Committee is 
empowered under the plan to: adept. or sectie Dy agreement minimum 
prices for tobacco or for any class, variety or grade of Tobacco; 
terms, conditions and forms of agreements relating to che products 
or marketing of tobacco; and any charges, Gosia or expenses 


relating to the production or marketing of tobacco. 
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The plan also provides that, where the Committee fails 
to meet or is unable to agree, matters in dispute may be referred 
to an Arbitration Board, consisting of three members. One of 
these members may be appointed by the producer members of the 
Negotiating Committee, one by the buyer members of the Committee 
and the third by the two appointed members. Where required, The 
Farm Products Marketing Board may appoint such members as are 
necessary to complete the Arbitration Board. 


Negotiation and Arbitration 


In 1957 The Negotiating Committee for Tobacco was 
formed, as provided underthe plan, and agreed upon such matters 
as tying and grading charges. Introduction of minimum grade 
prices was not contemplated for the 1957 crop because, as in prior 
years, a minimum average price per pound of tobacco sold was to be 
established. However, the Committee was unable to agree on the 
minimum average price and the matter was put to arbitration. The 
Arbitration Board, appointed as provided under the plan, made an 
award of 49¢ per 1b. as compared with the producers' request for 
3S pS Jagd 


Except in 1957, the buyers have not appointed members 
to either the Negotiating Committee or the Arbitration Board and 
each year The Farm Products Marketing Board has made appointments 
to complete the Arbitration Board. In a brief to The Agricultural 
Marketing Enquiry Committee of Ontario in 1960, one of the major 
tobacco buyers stated: 

"Under the powers given to the Local Board, the buyers 
have no say nor are they given any consideration in 
such very important decisions as the number of acres 
tor be, grown, the: cultural practices. to be. used:..ctc. 
However, they are asked to agree to prices on grades 
when the determination of these grades in effect is 
controlled by the Local Board. For these reasons the 
buyers did not participate in either the price 


negotiations or the subsequent arbitration proceed- 
tnge dn 2-956 aeand 4959." 


Thus, co-incident with the establishment of production 
quotas and the adoption of minimum grade prices by the Board, 
buyers made no further submissions to the Arbitration Board. Price 
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negotiation as envisaged under the plan has failed and as a 

result minimum prices awarded in 1958 and subsequent years to 1962 
have been in accordance with producer submissions. In 1963, the 
Board abandoned its minimum price system and as a consequence, the 


formality of arbitration was not observed. 


The Board's approach to the determination of prices for 
submission to the Arbitration Board during this period was to set 
a basic average price per pound and then to develop a scale of 
grade prices which, when applied to the quantity estimates of each 
grade in, the current crop, would produce the basic average price. 
Each year the basic average price desired was determined 
empirically and evidence submitted with the arbitration brief 
would appear to have been carefully selected for its support value. 
Minimum grade prices were determined by various formulae in order 
that crop estimates by grades, when extended by the related grade 


prices, would yield the basic average price. 


This Inquiry Committee believes that the Board has taken a 
sound, progressive step in removing minimum grade prices from the 1963 
auction. While this measure was strongly opposed by some grower fac- 
G10ms, it would .appear that-che Board has considered it to be in the 
best interests of the growers as a whole. Through this action the 
Board appears to have recognized some of the fallacies inherent in 
the pricing system applied in the years from 1958 through 1962, and 


some of the effects the system has had upon the industry. 


Crop Estimating 


In the early fall of each year, employees of the Board 
have prepared an estimate of the year's crop which has been used 
principally for the establishment of minimum grade prices and for 
the development of schedules for the delivery of tobacco to the 
auction exchanges. Physical estimating has been done by experienced 
graders assisted by trainees and stick boys, with approximately 100 
employees being engaged in the work for about one month. Direct costs 


of making a crop estimate have approximated $35,000 per annum. 


Up until 1960 detailed grade estimates were made cf each 
kiln of tobacco cured by each grower, from which total crop grade 
estimates were acCumulated. “Since 1961, kiln estimates have been 


made and accumulated by leaf type and colour. These have beer. 
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expanded into total crop grade estimates by applying weighted grade 


averages of the preceding three years. 


Each year from 1959 total 


crop estimates have been revised downward on the basis of a re- 


check of estimates made at a limited number of farms. 


Revised estimates of total crop weight have generally 


been quite accurate but individual grade estimates each year have 


Shown enormous variations from actual production. 


To. did ustmate 


these variations the following table sets out a comparison of 


grade 
year) 


estimates with actual production (ten highest weights in each 
for 1959 and 1961 and the effect in dollars that the varia- 


tions had upon the achievement of the basic average price. 


COMPARISON OF REVISED CROP ESTIMATES AND ACTUAL PRODUCTION 
OF SELECTED GRADES IN 1959 AND 1961 





Revised 
crop 
estimate 
Grade 
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It is obvious that the grade estimates bore little 
relationship to, actual production and that the variations between 
estimates and actual production of these selected grades would 
have a significant effect upon the achievement of the basic 
average price. (As previously mentioned, from 1958 until 1962 
minimum grade prices were determined by formula in the expectation 
that when extended by grade estimates, the basic average price 
would be achieved.) The variations of the selected grades in the 
above table, when applied to the total crop, would have resulted 
in basic average price deficiencies of approximately 9.9¢ per lb. 
Liil959,.and, Ll1¢. per.Lba in, 1O6lL.4<cHowever » -sinee the totaly<crop 
estimates were relatively accurate, there were compensating 
variations in other grade estimates in both years which partially 
offset these basic average price deficiencies. According to 
information submitted in the Board's 1962 arbitration brief, if 
all tobacco sold in 1959 had brought the minimum grade prices, 
the average price would have been 53.96¢ per lb. as against a 
basic average price of 56¢, while in 1961 if the crop had been 
sold at minimum grade prices the average price would have been 
49.61¢ per lb. as against a basic average price of 56¢. 


The Committee finds that the use of obviously inaccurate 
grade estimates in price determination casts serious doubts upon 
pricing techniques, even assuming that the techniques are other- 
wise valid. However, ignoring the inaccuracy of the estimates the 
Committee cannot countenance the actions of the Board in establish- 
ing. L96c.prices., Krom information obtadinedyiby ithe, Committee it 
appears that the Board concluded that upward limits of grade 
prices had been reached but that the revised crop estimates, 
extended by these grade prices, would not achieve the basic average 
price of 56¢ per 1b. While arriving at the basic average price had 
been a theoretical exercise, nonetheless, it had been the accepted 
cornerstone of price determination for some years. With such 
calculations not showing a basic average price of 56¢ per lb., the 
rate since 1959, and apparently not wishing to further increase 
grade prices, the grade estimates were arbitrarily revised so that 
the weights of higher-priced grades were increased and the weights 
of lower-priced grades correspondingly reduced, The resulting 
extensions had the effect of bringing the basic average price to 


0-€ 

















‘efddtl exod ood 
neowled enolda tasy + ott ; 
biyow eobsig. Bite ont 
otasd ond to pe 

sen tony Earn bos vs be 


sobrg sysieva ree wae ‘sins 
ond at bees ied hihi edt bile ania 


df %sq be. ® viodemtiotage TO wn ) 
gors Lstod orld sonte revewslt 
aeeee rereanen: ton onadtd 


ne as 


nee. anot | pr 


.e9o8sa sao nun te bin ys et i : pes eer nt Alay eens te 
8 tantegs as .df t9q ¥8e, 22 ased avec b Luow . oo ing sgstevs. ond } 
meed Osa goto edd Tk foeL ab eitdw , 0d to 90 irq ORSTSVS, “a 
feed eved Dinow sotrg oyeteve emit gootiq oberg mcs tes bom ts bLoe 
hae 40 90 lrg ia otesd 6 dentegs 28 dt 184 ig 


BS | Pes 
efsiueosnat yilewoetyvdo to sey ond teas’ abn tt ; sedd bmmod oor ne ‘pe 


noqu atduob avotres ateso aobieaimrodsb sotsq at astamites oberg 
~“YSshto 9xs soupindosd edd tecdd animyass. neve aeuptaioed gets eee 
sit estsmites ead To yosity9oaat ene nabroass LTOVEWOH ,btilev selwo 
-datidstas at biscd eft Io enolites ond eomapiet quem ‘tonase eo3t tmmod 
tt settiomod end yd bentiesddo rotdamrotat mort -esotug S8eL ant 
ebsta to es tet f buswou tadt bebu toto rts od ord ters erseqgs. - 
astemites qoxd beetver add dead tud badose teed ber aso ing 
gusiteve otesd sit evetdos tom bivow ,aeo htg sbatg seers yd bobnstxe. 
berl goitq exsrevs olfesd edd Fs anivinas eftdw .di ‘teq 48¢ To sotitgq 
betasoos oft need ban +t .eaolodtenon .gelorexs fsottoxcedt s need 
dove dAtiw -@189Y gmnod I0T noldenlmreteb eo hq ‘to emovatamioo 
eft ..dL req ¥8é to sotiq exzsieve olesd a gaiwoda Jor anotisiue iso 
esstont reddrul oft antdetw ton yidmeteqqs bas .eeef sontea sist 
gsi o8 Osetvet yiiietd ides stow astemites sbet2 ont <eoolrtq ebay 
etriztow eft Ons beesotont otew esbsty bso lig-tedgin to edigtow sad 
gattivess eiT .beovubex yiantbooqgertos esbeys Bes tiq-rewol to 
>t goitg sysievs ofasd oft antantad to gostts said bell anolensIxe 


a So as 


SAS, 


ao a= : 


" : 
a Te its ee i a i a ee a ge 


Oe — 


5-7 


the desired level of 56¢. Thus, the growers and others were led 
to believe that the minimum grade prices would produce an over-all 
average price of 56¢ per 1b. whereas this was not the case. 


Basic Average Prices 


. Little can be said in favour of the Board's determination 
of basic average prices from year to year. The Board regularly 
stated in its arbitration briefs that no one can argue with the. 
proposition that any producer is entitled to expect from his oper- 
ation a fair return for his;iabour, skill,-investment:.and: risk, 

and that grade prices should be awarded so as to give an average 
price for the whole crop sufficient to give the average grower a 
reasonable return. In the Committee's opinion, whether or not a 
producer of any product in any given location is necessarily 
entitled to expect any given return is open to argument. However, 
disregarding this, the principal questions unanswered are what is 

a fair return and what is an average grower. Certainly the Board's 
empirical determinations of basic average prices have not been 
founded on specific logical answers to these questions. Rather, 
the determinations appear to have been based on: how much the Board 
thought it could get. 


Further, the Board's proposition ignored the fact that 
through production restrictions the Board limited or prevented 
some producers from carrying on the operation which might give 
them 'a fair return", and by its pricing structure prevented any 
producer from selling his product at a price which to him might be 
fair but below the fixed minimum established by the Board. 


The undernoted table taken from Board tabulations indi- 
cates the basic average price and the average paid price for all 
tobacco sold each year since inception of the Board. The average 
paid prices for 1961 and 1962 exclude payments to growers made 
under support programs for unsold tobacco. It should be noted 
that in 1957, minimum grade prices were not in effect and farmers 
received additional payments of 1¢ for grading and 13¢ per lb. for 
thats portionioL. tobacco itied: in hands:e, Rurther, in. each, year. a 
1¢ per lb. marketing fee has been charged to farmers and in 1962 
a levy of 2¢ per lb. was charged to all farmers to assist in the 
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financing of unsold tobacco. None of these additional payments 
or charges is included in the average paid price shown below. 


Basic Average Price Average Paid Price Variation 


Year ¢ per lb. ¢ per lb. ¢ DereLb. 


LIS¢ 49.00 DU s.02 4 lec. 
1958 92.00 47.57 - 4.43 
1959 56.00 06.14 + .14 
1960 96.00 oo. 10 =i sou 
OL 96.00 92.43 - 3.57 
1962 96.00 90.94 - 5.06 


The above figures show that, except for the 1959 crop, 
the average paid price has fallen short of the basic average price 
Since inception of the grade-price structure. In spite of this, 
individuals have apparently desired to enter tobacco production 
‘and high values have been placed upon basic marketable acreage. 
Thus, it would appear that there are reasonable grounds to believe 
that the basic average price set to give 'the average grower a 
reasonable return' has been more than ample to accomplish this 
purpose. The Committee concludes that the basic average price 
established each year by the Board as the basis for the grade 
price structure has been founded in opinion more than in fact. 


Pricing Formulae 


Each year after grade estimates were made and the basic 
average price decided upon for the crop, a formula was developed 
by trial and error for the determination of minimum grade prices. 
Brief descriptions of the pricing formulae applied by the Board 
from 1958 through 1962 are set out in the following paragraphs. 


In 1958, the first year minimum grade prices were 
sought, the ratio of the basic average price established for 1958 
to the over-all average paid price for 1957 was applied to average 
paid grade prices for 1957. The effect of this was to establish 
minimum grade prices at 103.36% of average paid grade prices for 1957. 


In 1959, the ratio of the basic average price established 
for 1959 to the over-all weighted average paid price for 1957 and 
1958 was applied to the weighted average of grade prices paid in 
1957 and 1958. In effect minimum grade prices were established at 
approximately 106.17% of the average paid prices of 1957 and LYUSS 
it should be borne in mind that 1958 paid prices had to.be at least 
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103.36% of 1957 paid prices. The result was that, for every 
grade, the minimum prices established for 1959 exceeded the 1958 
minimum prices and with two exceptions, exceeded the average grade 
prices ‘paid iri tose. 


In 1960, the crop estimates appeared to produce the 
basic average price desired and the 1959 established minimum grade 
prices were maintained. 


In 1961, with the same basic average price established 
as in 1959 and 1960, 25% of the difference between the weighted 
average of 1959 and 1960 paid grade prices and the 1960 minimum 
grade price was added to the 1960 minimum grade price, in order 
to determine 1961 minimum prices. The result of this was that 
minimum prices in most grades were increased over 1960 by relatively 


small amounts. 


To determine 1962 minimum prices, with the same basic 
average price as in the preceding three years, 75% of the differ- 
ence between the 1961 paid and minimum price of each grade was 
added to the 1961 minimum price, and 2% was deducted from the 
result. As a result, minimum prices for 23 grades were reduced by 
from t¢ to lé¢ (less than 2%) from 1961. Of the remaining minimum 
prices, 37 were increased from ¢+¢ to 73¢, while one remained 
unchanged, from 1961.°9 In addition, minimum prices for 15 new 
grades established in 1962 were set by interpolation. 


Pius, Jn L356" andhoso the formul ac had “the ‘effect’ of 
increasing all minimum grade prices relatively uniformly in pro- 
portion to desired basic average prices and previous years! paid 
prices. However, in 1961 and 1962 the formulae were specifically 
directed to increasing the minimum prices of those grades with the 
widest spread between the previous year's minimum and paid prices. 
Not only have the formulae been inconsistent but they have also 
been based on the unrealistic assumption that supply of and demand 
for the various grades will remain relatively constant from year to 
year.. In effect, determination of minimum grade prices was 
related to historical price experience and did not and could not 
take into account the current structure of demand or supply in the 


market, 


ot ¥9 2 We Bey 
"use bt OaeL oid ‘bus soning obs", bks 
| febro at ,eolxq oberg mantate Oet 2 
‘ _ Saas aew atts To af heats, a 


ah td ayy 
hy or] vA BS a: 
: €a 


otasd omaa ‘ont Gite i snus ten goer ‘att, : 
_=Xe2Ttb edt to RET BITROY ot espana es gett 


poke 





i 
7 


asw eberg dogo lo sotuq mumtitm bas bteq fer ait persis 18 i 

- add mort betowbeb asw RS bag, .eottq aumbatm £d@L etd) od bebba 
yd beoubet otew eebarg &3. 29% seoliq mumtotm «tt Lueot os eh hives ~ 

mumbrte antatsmot 9? 20 . OL moxt (RS nedd eset) yht: od. ab mort i 





benteamst ono oftelw hey ot bf mort beeseront etew TS (a9o 


wet &f. vot asolng suminim .totvtbbe al ..£00L mort bogasdons 
Molde lonsagem Wi dee etew S405. mb, asia tthe: ete 


46 4ostte 489 bed’ $s time ee Seer bas Beer’ “at Ac a ai 


“org mt vimerot tau ylevidaisy eeotrq Seber nen Ee te fis ‘golesstont — 


bisgq 'ersey evotvergd bas sgotrg agsieve otesd ‘bettesb: od no tit0g 
yilsattloeqe exew os lumio0? end SOCL Hae L8eL at « TaVewoH .esohig 


od? diétw aebsra sgodt to essivg muminiw oAt antesetoat of betoettb 


-aeotig bisq bas mumtnts @'aeey evotverq eft meewted beetqe staebiw 


cels svsd ys? jud gnetatencont need 98 Lumro? ett event YIAo ton | 


DbasmsS fas to ylaque tans. no ty ames oblatisetay ord mo Deesd. rised 
oF te5y mort Js J acio9 Yisvizs fox atsast £ftw pobsty evottev edt 0% 


esw esotiq oba ty mumtatm to ao Ldentmresteb ,298tto al 189% 


tom Ofiyoo.fas gon BID bas sonstisqxs sotrg feolnogetd at betsefoy 
edt at yiqaque to basmeb to stvtourte tneriwo ge tnuo908 otal sole 
_sJonism 








Demand for any particular grade is conditioned by 
domestic inventories and consumption and the relative availability 
and price of alternate grades for use in domestic manufacturing. 
In a broader sense, demand is affected by the total world supply, 
consumption and prices as well as by other conditions of an 
international character. Many of these factors could not be known 
at the time minimum prices were set, while those that might have 
been known or predicted with some accuracy do not appear to have 
been taken into account for price determination. 


The gross inaccuracies in Board estimates of crop com- 
position indicate that the supply of any particular grade was not 
known at the time minimum prices were set. Moreover, the composi- 
tion of the crop is subject to wide variations from year to year 
and cannot be accurately predicted. For example the following 
table compiled from Board records illustrates how widely leaf types 
vary from crop to emops 


LEAs Pe As PERCENTAGE OF CROP 1957 - 196¢ 


Special 
Crop Leaf Cutters Lugs es bys factor Total 
AS ef Ol Cae wal i hg 4.8 tL OOr0 
1958 S725 Z9G8 7.4 Leg 5.6 100.0 
ood Oso 34.6 LOR. ee) 4.0 100-30 
1960 60.6 24.0 sae 8 (| 100.0 
196% Oh a 2Qe@ 5 SEs) (Bee Sha OO. 
Lyez Bo sel Gy re Sha dice eee 00.‘ 


These variations are reflected in leaf type and colour 
combinations and the grades within these combinations. For example, 
the following tables show the percentage distribution of the 'BL' 
grades from 1957 through 1962 and the percentage composition of 
these grades to the total crop in the same period. 


BL GRADES AS A PERCENTAGE OF ALL BL GRADES 


1 9597n -te62 
GRADE 
Crop BL 3 BL 4 BO All other BL Total 
LOST Ze 2 SSatk BZ ey Se 1 O00 
1958 56a 8 oN fr mek 200) Gal LOO.« 0 
1959 33:8 A5x 5 1 Sia oe 6 10040 
1960 54.4 Ala tl 14:8 Ay): 100. 0 
1961 Le 60.8 2955 Lin 9 1.0030 
1962 18%. A5 5 530.5 5.0 L000 .©O 
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BL GRADES AS A PERCENTAGE OF TOTAL CROP 
LUST a= gL oOG 


GRADE 
Crop Bie BL 4 BE Aide OoOvner JEL TOGaL 
1957 L606 ids. 9 jee, Ss) 55.0 
1958 ed 8.0 Oe) 1S Zl 
1959 O70 Bec Fea @) ive 26.8 
1960 L256 hee Biel. ae: 36.6 
1961 ea ae nar 5.4 set aM Hae 
1962 rage Sis So at a ly aero) 


The Grade Structure Instituted by the Board 


The minimum price structure is founded on the efficacy 
of the grade structure and upon the application of such grades to 
lots of tobacco offered for sale. Thus, consideration of minimum 
prices must include examination of grades and grading. 


Under the Association, tobacco was sold as unsorted leaf. 
A relatively simple system of kiln grades was used in estimating 
comparative crop quality before leaf was removed from the stick. 
When the early system of crop appraisal was removed, a grower still 
could request the Association to estimate the grade composition of 
his crop. However, as the grower was without knowledge of how his 
crop compared with others, or of the values that might be assigned 
to the various grades, the appraisal served little purpose in 
informing chdmeots the valuwewof shibe,-crop. 


It is likely that the report of the Restrictive Trade 
Practices Commission lent impetus to the formation of a grade 
structure by the new Board. Rather idealistically, the report 
defined the advantages of a grading system as follows; 


"The advantages to the Canadian flue-cured tobacco 
grower in a good grading system having official 
standing would appear to arise from the assistance 
it would give him in properly sorting his products 
for sale; this, in turn, would give him a better 
understanding and knowledge of his tobacco in the 
market so that he would have greater assurance that 
the prices he received were comparable with those 
pold- for products of like quality sold by others. 

A recognized system of grading would also serve to 
reduce disagreement between buyer and seller on the 
quality of a crop. ‘An official grading system 

could also be of considerabie assistance, especially 
on the export market, in that it could reduce the 
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need for sample buying, thus lessening costs of 
marketing. There are probably other advantages 
which would arise if an effective system of grades 
could be and were employed in the marketing of 
flue-cured tobacco." 


Tne report also cited two or ‘the considerable’ difficul- 
ties in establishing a grading system, viz. "the wide variation 
in the recognizable characteristics of the’ tobacco leaf and the 
lack of precision in the relation of these to the intangible 
nature of the quality factors required for the different tobacco 
products." 


When the Board assumed office in 1957, it was apparent 
that it intended to establish not only grades by which a grower 
could estimate the relative value of his crop but also grade 
prices to give even more positive information as well as protection 
to individual growers. While grades were established in 1957 and 
the P9s/7"erop was graded, it was not until the 1958 crop was 
marketed that the grade-price system was put into effect. 


At the Board's request, a flue-cured tobacco grade 
structure was established under the Farm Products Grades and Sales 
ROu os (Ontario an 195/.) Various Andividuals familiar with Ontario 
tobacco participated in the formulation of the structure, which 
was based upon the tobacco grade structure of the United States, 
Wrwn Modifications co [17 te. characteristics of Ontario tobacco. 
The initial structure which embodied 44 grades had, by 1962, been 
ineredase* vo oc grades as well as [0 speCial factors to identify 


certain leaf conditions. 


The grades are identified by alphabetic and numeric 
characters which represent combinations of leaf type, colour and 
quality sand, where applicable, special factors. The elements of 
the grade structure are as follows: 

Leaf Type 
Lear (B); Cutters (CC); Lugs, (X)s Nondescript.(ND) 


Colours 


Lemon and light orange (L); Orange and light mahogany (F); 
Dark mahogany sak Variegated Grey (K); Green-lemon and 
light orange (GL); Green orange and mahogany (GF); 
Cherry red (CR) 
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Quality 
Choice (1); Fine (2); Good (3); Fair (4); Common (5); 
Very common (55); Poor (6) 
Special Factors 


Wrappers (A); Leaf spotted severely (D); Hailed (H); 
Frosted (0); Reddened by excess moisture (R); 
Scorched (S); Smoked (T); Severely bruised in 
handling during harvest (V); Wet (W); Wind 
damaged (Z) 
For example, Grade XL3 represents lug leaf (that is, 
from the bottom part of the tobacco plant) which is lemon to light 


orange in colour and of good quality. 


In effect, grading begins at the time tobacco is picked 
or primed. Leaves are taken from the same position on plant 
stalks, cured and stored together, thus providing a general divi- 
sion into each leaf type. The grower then sorts these divisions 
by colour and, to some extent, blemishes. This practice is 
commonly referred to as barn grading, although in fact it basic- 
ally represents the preliminary sorting of tobacco by biological 
characteristics. Tobacco as sorted by the grower is delivered in 
bales to the exchanges for classification into the established 
grade structure. 


From 1957 through 1962 every bale of tobacco processed 
through the auction exchanges was assigned a grade from the 
establishea grade structure. In general from 1956 until 136c 
each grade carried a minimum price except for nondescript and 
special factor tobacco to which a minimum price was applied for 
the first time in 1962. (In 1963 a system was adopted under which 
bales are matched, placed on a flat and graded collectively.) 


Grading by the Board 


Grading of tobacco has been carried out by graders 
employed by the Board under the general supervision of government 
grading inspecvors, “rir shorculy aiver une 1962 auction commenced, 
grade inspection was the responsibility of the Canada Department 
of Agriculture. This responsibility was assumed by the Ontario 
Department of Agriculture in December 196¢c. 
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Approximately 60 Board graders have been employed in 

the 3 exchanges during the auction period at an annual direct cost 
of approximately $120,000. Up to 1962, two Board graders worked 
on each receiving line, one checking the work of the other. Indi - 
vidual bales of tobacco were graded by samples pulled from each 
pale and bales of like grades were placed on flats. The grading 
of all flats of tobacco was also checked by a government inspector 
before the flats were moved to the display area (there have been 
three government inspectors and one supervisor for each shift for 
each exchange). Growers were permitted in the receiving area and 
could object to the grade assigned to any of their bales. 


Despite this apparent intensive check, grading has been 
a major and continuing source of dissatisfaction. Several buyers 
have stated that grading has been less than satisfactory and that 
the reputation for clean tobacco earned by Ontario has declined. 
Growers as well have expressed their concern about grading. 


One basic difficulty in the grading of tobacco is the 
high degree of subjectivity involved. Definitive standards of 
measurement are not set out in the descriptions of grades and 
therefore interpretation and application of grading standards must 
necessarily be subjective. For example, the following three 
tobacco grade descriptions are typical of those set out in regu- 
lation 140 under the Farm Products Grades and Sales Act. (In 
1962 the minimum prices were 57.00¢, 54.25¢ and 51.75¢ per 1b. for 
6h cS. Sa 55 and CL 6 respectively.) 


"98 CL 5 grade, consisting of cutters that are - 


(a) in variable shades of lemon and light 
orange colours; and 


(bo) .of common quality, having the following 


characteristics: 
(1),.fairly ripe | 
(Aa) tac poor eLexvure 
(411) thin body, some variation in 


| size 
tivy “farrly<poor “linirsh 
(v) variable 
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28(a) CL 55 grade, consisting of cutters that are - 
(a) in variable shades of lemon and light 
orange colours; and 
(ob) of very common quality, having the following 
characteristics: 


(é! fairly ripe 
(142)"° fairly’ poor common texture 
(d4dio- »thinebody.,variation .in wize 
(iv fairly poor finish, not tully 
developed 
(vi), efairly waniable 
2g CL“6 grade ‘consisting of cutters that are’- 
(a) in variable shades of lemon and light 
orange colours; and 
(bo) of poor quality and having the following 
characteristics: 


id fairly ripe 
(11) poor texture 
(114 thin body 
(inh) >» poon, finish 
(v) quite variable" 
Because of the subjectivity involved, inconsistencies in grading 
cannot be avoided. However, their extent might be minimized 
through continuing training programs for graders, accumulated 
experience and an adequate grading environment. While some train- 
ing of graders has taken place, the need for continuing programs 
to train new personnel and to familiarize experienced graders 
with changing crop characteristics does not appear to have been 


recognized. 


Where graders are inexperienced, the element of 
subjectivity tends to result in grading by comparison. Under the 
bale grading system used through 1962, the sample for comparison 
has been necessarily small because it has been limited to the 
bales processed on a single receiving line. Because of the small 
sample, it has been extremely difficult to grade tobacco in 
relation to the standards of the whole crop. 


The pricing strategy of the Board through 1962 resulted 
in minimum prices being set on the basis of what the tobacco was 
expected to bring rather than as ‘a floor price. In effect, 
graders were setting the price for each lot of tobacco. This in 
itself created pressure upon the graders and the grade inspectors 
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who are mainly residents of the tobacco area. The proximity of 
growers to the graders while their crops were being graded could 
not help but have increased the pressure upon graders and, partic- 
ularly in borderline situations, the tendency of graders would 
likely have been to upgrade. 


Buyers have complained of the extent of mixed flats or 
in other words that very frequently bales of tobacco on the same 
flat were not uniform in their characteristics. It appears clear 
that tobacco from different kilns could quite properly be placed 
in the same government grade and at the same time be very far 
apart in true quality from the standpoint of a buyer. Where 
different types or qualities of tobacco are offered for sale on 
one flat under one government grade, only those buyers who are 
interested in all tobacco on such a flat will bid. No accurate 
estimates of the extent of mixed flats were available. Unques- 
tionably, the grader's: job of assuring flat uniformity has been 
made more difficult by the lack of identification of tobacco from 
the same kiln. In recent years (except for 1963) the Board pro- 
hibited growers from placing any identification whatsoever on 
their bales of tobacco. 


A further complaint of the buyers concerns the mixing of 
grades within individual bales. This complaint has been confirmed 
by others associated with the industry. Again no reliable 
estimates of mixed bales are available, although it would appear 
that the frequency increased during 1961 and 1962. It seems that 
farm sorting began to deteriorate in 1959 when, with a short crop, 
buyers eagerly purchased all tobacco offered and the grower who had 
carefully prepared his tobacco did not obtain any significant 
benefit for his efforts over the grower who had not done so. 
Further, with constant upward pressure on minimum prices, buyers 
did not have sufficient flexibility within Board grades to pay a 
premium for well-sorted tobacco. With the establishment of support 
measures, particularly for the 1962 crop, incentive to the growers 
declined still further because, provided a pale of tobacco could 
meet the minimum grade standard, a grower was sure of obtaining 
the minimum grade price and it was unlikely that a buyer would pay 


much more. 
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Prior to the establishment of support measures, tobacco 
which went no-sale on the exchange could be re-coded. In other 
words, the grading was reviewed and revised in an effort to move 
the tobacco. No statistics are available as to the extent of this 
re-coding. With the introduction of support measures during the 
latter stages of the marketing of the 1961 crop, tobacco not sold 
on the exchanges was removed for processing by the Board, and 
growers received support payments. Consequently in the marketing 
of the 1962 crop there was much less incentive or need to re-code 
tobacco. 


From the foregoing it would appear that considerable 
quantities of tobacco offered for sale were mixed either in bales 
or in flats, or were improperly graded at the auction exchanges; 
this was especially noticeable in the marketing of the 1961 and 
19624 icrops:. 


Adequacy of the Grade System 


No international grade system for flue-cured tobacco has 
been developed. Grading systems in other major flue-cured produc- 
ing countries reflect the salient characteristics of their partic- 
ular types of flue-cured tobacco as well as the objectives of the 
systems. The systems of Rhodesia and United States, Canada's 
principal competitors, embody considerably more grades than the 
Ontario structure. Yet neither system has succeeded in defining 
with sufficient precision the wide variation in the recognizable 
characteristics and less tangible quality factors of the tobacco 
leaf to the point where the system can be applied throughout all 
sections of the industry. Thus, it is apparent that tobacco has 
proven to be most difficult to grade by standards acceptable to 
those concerned with its marketing. 


Buyers of Ontario tobacco have indicated that they use 
their own grading systems which are tailored to their own needs, 
and that the principal use of the Board's system to them has been 
the identification of minimum prices for particular Flats of 
tobacco. The principal advantage to the grower has been in the 
assurance of a minimum price for his product. In the opinion of 
the Committee, the objective of the grading system has been 
focused almost entirely upon the minimum price structure. 
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In considering the efficacy of the grade structure and 
the grading system, it must be concluded that the relationship of 
grades to minimum prices resulted in pressures and problems which 
in large measure defeated or obscured other advantages which might 
have been gained. Because of the wide variations that occur with- 
in grades, and the range in the use values of tobacco, as well as 
changing conditions of demand and supply, the present grading 
system as a pricing mechanism has proven to be unworkable and would 
not be significantly improved by increasing the number of grades. 
It should be noted that while there has been a tendency to increase 
the number of grades so that the grade structure better fits the 
crop, over 80% of each year's crop has fallen into 18 major grade, 
nondescript and factored tobacco categories. 


The grade structure and the method of grading should be 
tied to the objectives of the grading system. Some of these 
objectives might be: ; 


(a) to provide a historical record of crop composition, 


(b) to serve as a general guide to demand and thus to 
indicate appropriate cultural practices, 


(c) to provide a common terminology for classes of 
tobacco, and 


(ad) to indicate generally to growers current price 
levels for classes of tobacco. 
Separation of grades from pricing would remove pressure from 
graders and the above and other broad objectives might then be 
served more reliably. The number of grades in the structure would 
depend upon the requirements of these objectives but could likely 
be reduced. 


Effects of Minimum Prices 


The minimum prices set by the Board from 1958 through 
196¢@ appear to have been especially effective in forcing upwards 
the prices of the lower grades. The cumulative effect has been 
the removal of flexibility and reduced incentive for producers to 
improve the quality of tobacco marketed. As a result it appears 
that buyers paid relatively lower prices for high quality tobacco 
in order to compensate for relatively high prices they had to pay 
for lower quality tobacco. 
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In this connection the comments one buyer made to the 
Committee towards the end of the 1962 auctions are particularly 
appropriate: 


"Many pounds of tobacco are now being offered with 
much of the competition effectively removed. In 
any government grade of tobacco there exists a 
wide range of quality and a wide range of quality 
of handling. It must follow then there is a wide 
range of values. The floor price on the grade 
BF6 of the 1961 crop was $35.50 per 100 pounds. 
This tobacco in the market actually ranged from 
tobacco that could not find a buyer at the minimum 
grade price to tobacco that sold for as much as 
$22.00 to $23.00 above the minimum price with an 
overall average for the tobacco sold in this grade 
of $46.84 per 100 pounds. The tobacco sold in this 
grade so far this season has averaged $46.43. 
Prices have been squeezed from both bottom and top 
resulting in a premium for the poor tobacco and a 
penalty for the best tobacco. This condition is 
even more apparent and pronounced on grades such 
as BF4 where demand is very strong but with an 
average price so far this season which is only 
¢1.71 above the minimum price." (It should be 
noted that for 1962 the minimum price of BF6 was 
raised from $35.50 to $43.00 per 100 pounds. ) 


The following table illustrates price movement from 1957 to 
1962 in a relatively high quality grade (BL 4) and a relatively 
low quality grade (XL 6). It would appear that, with a relatively 
high minimum price for BL 4, buyers! bidding was restricted to a 
very narrow range and in five years the price level advanced by 
only 10%. On the other hand, prices paid for XL 6 increased by 
60% during this period indicating increased demand for this type of 
tobacco. It would appear that there has been greater competition 
for lower quality tobacco than for the higher qualities reflecting 
in part the buyers' tendency to average down their tobacco costs. 


BL 4 (high quality) XL 6 (Vow quality) 

Average Minimum Paid price... Average Minimum Paid price 

paid price price as @ of paid price price as @ of 

(¢ per lb) (¢ per 1b) minimum (¢ per 1b) (¢ per 1b) minimum 
1957 54.73 ~ - eee05 - - 
1958 a OE A® elo prea 8, 88 yoga s Coo Le Beat i el ES 8 
1959 61.94 a) Pyare: 10475 oUrto fares eg O18) ras 
1960 60.14 59rZ5 10>. 5 29 .c@ 25500 116.8 
1961 60.45 59). 50 6 8 ers) 35.00 26.00 134.0 
1962 60.56 99.00 rO2.6 oo oh eels) 109 29 
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Farm value of flue-cured tobacco crops in Ontario, as 
reflected by figures compiled by D. B. S., indicate an over-all 
per lb. increase from 1956, the year before the Board assumed 
office. These figures are after deducting marketing charges, the 
levy on growers in 1962 and miscellaneous other adjustments which 
result in differences from the average paid price figures pub- 
lished by the Board. 


Average farm 


Average price value 

Year (¢ per 1b) ($ per acre) 
1950 - 1954 (average) 43.53*¢ $606 
LIDS 45.48* uO0 
1956 46.30* Sel s 
incl 49.29% 605 
Egos 1 Sea Oy | 700 
moog Dono h 135¢ 
1960 D4 OO 880 
LICL Slaue 804 
LI6¢ AO oO 749 


* Additional payments were made for grading and 
for that portion of tobacco tied in hands 
of 2¢ per lb. for 1950 through 1956 and 23¢ 
per Los vronel gsr. 

The above figures reflect neither the relative values 
of money nor changes in the cost structure. They do indicate that 
the per lb. gross return to growers is not significantly higher 
than before the minimum price system was established but that 
increased yields have resulted in considerably higher per acre 
returnséoeHichertprices in 1959 andp2960. reflectathesshortecrop 
situation which occurred in 1959. The decline of average prices 
and values in 1961 and 1962, which occurred despite increases in 
minimum prices, reflects in part the general decline in the 
grade composition of the crop. 


It cannot be ascertained conclusively that the minimum 
price system has resulted in higher gross returns to growers than 
would have been obtained from any other system of pricing, includ- 
ing open auction. Undoubtedly minimum prices did provide growers 
with a reasonable degree of price stability. At the same time the 
system has tended to support growers of low quality tobacco or 
uneconomic growers which, coupled with the removal of price incen- 
tives, has contributed to a decline in quality. Overseas buyers 
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have indicated to the Committee that price rigidity combined with 
declining quality has limited their participation in the Ontario 
market, and thus the system has restricted the expansion of export 
trade. 


Where the supply of and demand for a commodity is- 
subject to any important degree of fluctuation, the use of minimum 
prices must eventually require some means of support. Where 
relatively small quantities of the commodity fail to bring the 
minimum price, individual growers or producers can generally absorb 
the losses in the interest of sustaining prices on the larger 
portions of their crops. However, where large quantities of the 
commodity fail to bring the minimum price, financing and facilities 
are required to process, store and dispose of the unsold portion. 


Presumably with this situation in mind the Board was 
instrumental in the formation in 1957 of The Ontario Flue-Cured 
Tobacco Growers! Co-operative, an association of growers which 
acquired an old processing plant in Kingsville. While adequate 
processing facilities were available in private hands, the Board 
evidently felt that the availability of independent processing 
facilities would provide leverage in the market and could be used 
as required to process and store tobacco which failed to bring 
minimum prices. 


Subsequently, the Co-operative experienced financial 
difficulties and the Board provided assistance by taking a 
mortgage for $62,500 on the Co-operative's plant and upon one 
occasion, by payment of a $5,000 standby fee. The Board at one 
time seriously contemplated purchasing the Co-operative's 
facilities and in recent years has directed a large portion of 
its processing business to the Co-operative. In essence, the 
Board assisted the Co-operative from its general funds on the 
grounds that all growers were protected by the existence of pro- 
cessing facilities independent of the buyers. i 


Unsold Tobacco 


Approximately 1,600,000 lb.. of the 1958 crop remained 
unsold at the conclusion of the aucyion.” Tnis svopacco, less’ than 
1% of the crop, was processed at the individual grower's expense, 
on a pooled grade basis by the Co-operative. All of this tobacco 
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was eventually sold, although at prices considerably less than 
Were —prougnt py the rect of tne crop, With @ short. crop in, 1959 
and the need to replenish inventories in 1960, virtually the 
entire crop was sold in each of those years. The re-grading of 
tobacco which failed to sell under its original grade also appears 
to have contributed to the sale of the entire crop. 


Great difficulties were experienced in opening the 1961 
crop auction and the Board sought government financial assistance 
COesuppoOrt the price Structure. As a result, the Province of 
Ontario offered to guarantee bank loans so that growers of tobacco 
Whichatatbed. co Sell would be paid ‘the minimum @rade price. Tne 
offer was conditional upon all growers paying a 2¢ per lb. levy 
on all tobacco sold. A vote of the growers was held but a suffi- 
cient majority was not obtained to carry the plan. Consequently, 
the Board turned to the federal government and an agreement was 
negotiated under which bank loans were guaranteed to pay growers 
for tobacco which failed to sell. The arrangement provided for 
payments to growers at approximately 80% of the related grade 
average paid prices of the preceding three years and also covered 
interest and storage charges on the tobacco up to a maximum of 
22¢ per lb. The agreement was entered into on May 4, 1962 under 
the’ provisions of the Agricultural Products Co-operative Marketing 
AGG ‘and!’ expives ‘on April: 50% aigod. 


Mpproxmimately 7,c0G;o00 Ub., Of 5.6% 10! the 1961 Crop, 
was supported by the federal guarantee. The cost of transporting 
and processing this tobacco was met from general funds of the 
Board as well as additional non-guaranteed borrowings. Payments 
to farmers aggregated some $3,250,000, while in less than a year 
interest and storage charges had reached the maximum guaranteed 
amount. Once the upper limit of the government guarantee hac been 
reached, viz. $3,431,000, it was necessary for the Board to draw 
further ‘on its’ ‘general funds and obtain special loans, With 
carrying costs approximating some $23,000 per month, by October of 
1963 the investment of the Board in the 1961 processed tobacco 
'pack! exceeded $625,000. 


Processing of the 1961 pack was performed for the Board 


by, five of the buying organizations—and the Co-operative. ‘The 
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tobacco was stored at the various processing plants until the 
spring of 1963 when the Board acquired its own storage facilities 
to provide for the large 1962 crop processed pack. By the late 
fall of 1963 less than 3% of the 1961 pack had been sold, despite 
intensive efforts of the Board to dispose of it. 


The Board turned to the Province of Ontario for support 
of the auctions for the 1962 crop and an arrangement was made 
under the Co-operative Loans Act for the province to guarantee 
Board bank loans. Terms of the agreement provided that growers 
would be paid minimum grade prices for all tobacco (other than 
nondescript and special factor) that failed to sell. The guarantee 
also covers funds required for interest on the loan and for re- 
drying, packing and storing such tobacco and contains no time 
limit. 


Some 24,000,000 lb., almost 13.2% of the 1962 crop, was 
removed under the support program at an average price of 51.77¢ 
per lb. (as compared with an average price of 50.94¢ for tobacco 
sold). This tobacco was processed and packed for the Board by 
five processing companies and the Co-operative... Over 25% of the 
tobacco was processed by the Co-operative in what appears to have 
been a deliberate move by the Board to bolster the financial 
position of the Co-operative and to bestow some benefit upon the 
grower shareholders of that organization. Further, despite avaii- 
able: capacity and facilities close to the auction exchanges, some 
2,900,000 lb. of tobacco were processed in a plant located in 
Quebec; this gave rise to allegations that this allocation was 
made to cut off Ontario free-lance growers from the only process- 
ing facility available to them. 


The provincial guarantee was conditional upon the 
acceptance by the growers of a 2¢ per lb. levy on all tobacco 
sold (other than nondescript and special factor). At producer 
meetings called for the purpose more than 80% of growers attending 
voted in favour of the levy plan and as a consequence some 
$3,100,000 was contributed by all growers towards the support pro- 
gram.) oByiMay 3icl1965,oprovincedal*® guaranteesion the 296c crop 
covered some $11,490,000 of bank loans. Since that time interest 
and carrying charges on the 1962 pack would aggregate approximately 
$58,000 per month. 
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Recognizing the need for substantial storage accommoda- 
tion for the processed packs, in early 1963 the Board leased 
hangars at an abandoned airport near Aylmer, Ontario and converted 
these hangars for the storing,of tobacco at .a cost.of..some 
$120,000. It has been necessary to engage permanent staff to 
administer the storage operations. 


Approximately 90% of the 1962 crop pack was processed 
in tied form. The Board apparently considered that tobacco pro- 
cessed in this form was more desirable to foreign buyers and, in 
fact, announced that the tobacco would not be used in the domestic 
market. This seems to have been done in the hope that new one- 
time markets would be located so that future requirements of 
existing markets would not be affected. 


Tobacco removed for processing by the Board was re-graded 
GO match Uniiorm Lots rer packing!” TIAStThis connection the follow- 


ing information is revealing. 


OGL vB loys 





Total 1b. removed for processing TginGs, OOL Coy OF6., 165 
Total Ib. transferred to other 


grades 64a 5968 54 950,095 
Percentage - lb. re-graded 11.7% 24.9% 
Approximate loss in value $84,000 $216,000 
Per lb. loss on re-graded weight 10¢ oS: O¢ 


While it is recognized that.some loss is inevitabie in 
the re-grading of tobacco for processing, the losses suffered in 
the 196k and 1962 process packs are, likely.to-be»significantly 
higher than those experienced by the trade. Also it has been 
indicated to the Committee that the re-grading performed by the 


Board would generally fail to meet the standards of the trade. 


The Committee could not estimate the possible market 
value of the processed stocks or the possible loss which may be 
sustained on disposal. The most optimistic estimates presented to 
the Committee suggested that the 1962 grower levy might absorb the 
1962 pack loss. However, the Committee believes that the tobacco 
will not be desired in quality markets such as the United Kingdom 
and that with world tobacco supplies in abundance, the loss may 


very well be much greater. Further, the Committee considers that 
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the longer the tobacco is held, the greater the loss will be. 


From the relative agreements it is not completely clear 
who will absorb any losses which may arise on the eventual dis- 
posal of 1961 and 1962 tobacco taken off the market under the 
federal and provincial support programs. For the 1961 pack it 
appears that the Government of Canada will absorb losses up to 
the excess of (a) the amount originally paid to growers for the 
tobacco plus 22¢ a lb. for interest and storage charges, over 
(b) the amount received by the Board from the sale of such tobacco. 
This arrangement would appear to be on a pool basis for all of 
the 1961 tobacco taken off the market so that profits on one grade 
could reduce losses on another. As stated earlier, the guaranteed 
bank loan has reached the upper limit of about $3,431,000. 


In addition to funds provided by the government 
guaranteed bank loan, the Board had invested $542,160 in the 1961 
Crow av May o., Lg6o. According to the report of the Boards 
auditors, these monies came from general funds available from 
operations of the Board in the amount of WASHES ey, with the balance 
from general bank borrowings of the Board. Such bank loans will 
have increased by about $23,000 per month since May 31, 1963 
Decause Of interest, carrying’ charges,etc., less any recoveries 
from tobacco sold since May 31. Thus general bank borrowings of 
the Board at January 31, 1964 would probably amount to more than 
PA00, OU0 im respect of tne TUbl crop. Ii there is "a-loss on dis- 
posal of the 1961 pack, as seems likely, the Board may need to 
Palece a) cupstanvtal smountlof cash to discharge the bank, Loans: 
Presumably this would come from licence fee and other revenue of 
1963 and subsequent years. There appear to be no specific pro- 
visions in The Ontario Flue-Cured Tobacco Growers Marketing Plan 
covering the use of licence fees for this purpose, although regu- 
lations issued under The Farm Products Marketing Act indicate that 
the Pobaeco Poaru mas the frighc to Use any class Of licence Tees 
for carrying out the Purposes of the plan. The Provisional 
Committee which promoted the plan in 1957 indicated that any 
distress tobacco would be bought or paid for by the Board at 
estimated grade prices and that the Board would deduct not more 
bhaaelopersd batairometebacceneeldsto cover alli expenses .o "One the 


other hand it should be recalled that the necessary majority of 
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growers did not vote for a 2¢ levy to support the unsold tobacco 
from the 1961 crop and it may be that they would not expect to 
have licence fees used for this purpose. 


Under the arrangements with the Province of Ontario for 
the 1962 crop, it would appear from the agreements that the levy 
on growers of 2¢ a 1lb., which amounted to some $3,100,000, would 
be applied first against any losses which may be incurred on the 
disposal of unsold tobacco. The agreement between the Province 
and the Board does not contain any specific clauses covering’ the 
apportionment of the loss, if any, in excess of $3,100,000. 


Provincial officials have recognized the need to move 
the tobacco and in this regard organized a tobacco selling 
committee comprised of officials of The Farm Products Marketing 
Board, the Tobacco Marketing Board and the provincial government. 
The federal government initiated a tobacco trade mission in an 
attempt to stimulate interest in Ontario tobacco in a number of 
countries with which Canada had had no tobacco trade. The mission 
consisted of a representative of the Department of Trade and 
Commerce, the Chairman of The Farm Products Marketing Board, the 
Chairman of the Tobacco Marketing Board, the Superintendent of the 
Experimental Station at Delhi, and the General Manager of Delta 
Leaf Tobacco Company, a small independent buying organization. 

The Committee sees the mission as an indication of the facilities 
and assistance that can be provided, particularly by the federal 
government, in stimulating the exports of Ontario TOUaCCO. 


The United States Support Program 


Price support schemes and related control measures LOS 
many agricultural commodities have been ingrained in the political 
economy and philosophy of the United States for many years. This 
has been made possible through the substantial financial resources 
of the country as.well as the huge home markets for most of its 
commodities. Price support schemes for tobacco have been in 
operation for some co years. 


For the flue-cured crop as a whole, the U. S. support 
program guarantees growers 90% of parity. Computation of parity 
is defined by statute and takes into account historical prices ot 
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tobacco and a complexity of farm and consumer costs. Individual 
grade support prices are established by the U. S. government to 
relate to the parity figure. Tobacco is graded by government 
graders and if a lot offered for sale fails to bring a price in 
excess of the support price for its grade the government pays for 
the tobacco at the support price, arranges for its processing and 
storage and eventually attempts to dispose of the tobacco with no 
recourse to the growers for any losses sustained. Coupled with 
the U. S. support program is rigid control of acreage which is 
established and enforced by federal officials at public expense. 


An organization known as the Flue-Cured Tobacco 
Co-operative Stabilization Corporation administers the stocks 
acquired under the program. Total stocks acquired have aggregated 
about 2,500,000,000 1b. in the past 18 years and total funds pro- 
vided by the government have aggregated some $1,500,000,000. The 
Committee was informed that in earlier years rising prices and 
consumption enabled the disposal of stocks at a small profit but 
that since 1955 substantial losses have been incurred. 


It would appear that the value of an acre of producing 
rights in the U. S. ranges from $4,000 to $6,000 and annual rental 
value of rights is as much as $400 per acre. With increasing 
costs built into the pricing structure and an assured market under 
the support program, growers have sought to maximize earnings by 
producing more tobacco per acre, at the expense of quality. Upward 
revision of individual grade support prices under the parity com- 
putation has been necessary because of the poorer crop composition 
and price spreads between grades has been lessening. This has 
reduced incentive to growers to improve their product. Moreover, 
the program has resulted in the accumulation of an enormous surplus 
at taxpayer expense. For example, approximately 463,000,000 lb. 
were held as at August 31, 1963. 


The Committee has discussed the flue-cured tobacco 
support program with various-informed individuals in the U. S. and 
concludes that it has resulted in higher prices, lower quality 
and curtailed expansion of American flue-cured exports in relation 
to growth of world consumption. Further, the Committee considers 
that the U. S. export position would be even worse were it not for 
































Snemvrevoy. ee ‘tabieng ak ol 
at sotag 8 anid of atte? ofee tot bers 
tot aysg Sremmyevog odd. ebery otk aa 99. go » 
bas gateasoorq att sod. eogne7ta .eottq: Frog & of 
on idtw ooosdotd eft ‘to sesogath of atqnedis, iLaydanas hae 
‘ddiw belquod. .beqtetaua aeaaot yng To eranoTa, ‘ort, 

at doldw egsetes. to fortdoo bigs ad me org drogqun 
+ SAMSGXO otidug ta alshotrito. lerebst vs Lavinia 


cavadoT bemO-sulh edd as mwotal aobtes taegrtc 
axoote oft aretatatmbs notdsrOqIOD notteshlidede sriseroger 
betasstags evar bor. tupos sxoodva fadoT ,merzota ‘ett taba ber tuys 


-orq ahrust stot bas ataey at dead one oh hy Raper 
oar . | 





tad wibess pee a te abel pn faabenihs ins. Wik laa ude . 
Hovtuont aeed sived gemaol fetinstedue €aer, eonte: ddd 


sheds td eves me to sufew ott Yandt xcesdqe. ‘Biuow ine? “Sepang 
Isinet Isvnas bua 000,54 ot 000 he moet aomunsy 1.2" aD: ett at. uh seattle fi 
grissemnt ASIW .et98 veq OOMP ae Momm es at atdute to sifey | 
tebrus teotam dbeivuees me bas sxutoutte Sitotxq. ent otnmt dihoe ataoo | hs 
WS eaninuss ss tnixem of Jigvoe eved GL WOTZ (MSE GOTG Stogque ony i 
byswqU .yttfisup to sensaxs gad te .S1Os ‘teq vooedod oton airtouborq’ | oe 
“moo YIhtaq eit tebe 2e9 bra Stoqqwe ebarg taybtvtbak to aotatver Se toy 
motttacqmoo qoro rst0e]8ed edd to ‘saueoad Wee aeanen read aad nottesuq vel 
eed ats? ,antnseael need ead sobary ‘dsewdad ebsstge eoltq bie = 

«TSaVoStoM .touborg tlodd. svowgmnt ot areMong OF ovitnsont beouber- 

euiquue evonrrone as to nolts Lumupos end of bed Laas ead mstg0%q end 

JL 000,.000,.e0s vied Sm LOIS So igmaxs: oF , sarge, mays ated ‘tea 
"BRL 12 teuguk de es blo stow 


oooados berus- eult ont besavoath aon gett tmmod ent ree ve 

bas .2 .U edd at elevbivibat bemrotat- avohisy id tw matgord droqque rs 
yiilsup tewol .asotig ‘tedain al bed Lusen eer tt tend? aebulonos ee ae 
nottslex at attoqxe beruo-enlt meobteml: to ndteasgxs Beltsdauo bas 
aisblanos settimmod eft .teddaut “nok qmuertos bfrow ‘to dwor ig oy 
tot Jon tt etew serow meve ed bluow dott taoq. nee 


a pias. 
6, 5 


y 
ei 


3-28 


provisions of the Agricultural Trade Development and Assistance 
Act which facilitate the sale of tobacco for foreign currencies 
and the barter of tobacco for strategic and other materials pro- 
duced abroad. 


By way of contrast, in Rhodesia tobacco is sold on an 
open market with no support measures of any kind and Rhodesian 
success in expanding its flue-cured industry has been spectacular, 
The Rhodesian attitude towards support prices seems to have been 
expressed in the report of a committee of inquiry into the 
Rhodesian tobacco marketing system. In brief it was concluded 
that support prices would require extensive financing and the 
high risk of loss would not be worth the short term advantages 
gained. Further, it was recognized that price supports would 
require the exercise of production control which would result in 
higher costs and a deterioration of quality. As a consequence, 
it was concluded that the confidence of buyers in the continuity 
of supply of Rhodesian tobacco at prevailing market prices would 
be seriously undermined and that a period of contraction in the 
industry would result. 


Pricing Alternatives 


There has been considerable agitation, particularly in 
connection with the 1963 crop,to pool proceeds, either grade for 
grade, or on anover-all basis. The Committee is strongly of the 
opinion that such a move would be a backward step which would 
prejudice the future of the industry. The Committee does not 
believe that a practical grade structure could be devised which 
would provide a fair basis of price equalization and it is clear 
that existing grades cover a broad range of quality, handling and 
value. Growers of better tobacco would be penalized by price 
pooling with the inevitable result that the quality of future 
crops would be lowered, 


The Committee finds some worth in suggestions for a 
minimum average price system supported by buyers; this would be 
similar to the system which prevailed under the old Association. 
Such an arrangement would permit tobacco to sell on its merits and 
graders would be free of undesirable pressures because grading 
would not affect price. Moreover individual grades would sell on 
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the basis of over-all demand and supply for. those grades and 
incentive would be given to the grower to produce the quality and 
types of tobacco which are known by experience to be in demand. 
However, the Committee believes that, in considering expansion of 
the industry, such a system would not be desirable. The minimum 
price system favours the domestic buyer or buyers who are purchas- 
ing tobacco across the full range of the crop. These buyers have 
sufficient flexibility to balance their purchases and average 
their costs for domestic production. However, the smaller buyer 
may be unduly restrained by such a system, particularly where the 
Majority Of his purchases are of a specaziic type or” topacco. * For 
example, a buyer purchasing specifically for the United Kingdom 
market may be paying premium prices for top quality tobacco and 
yet be forced to contribute to an average price deficiency because 
major buyers may be deficient in the prices paid for the balande 
of the crop. Conversely, a buyer purchasing low grade or 

marginal tobacco may find that the purchasers of the higher priced 
sections of the crop have been relatively deficient in price and 
he too must then contribute to a deficient minimum average price. 
Further, it is unlikely that all customers or potential customers 
of these buyers would be prepared to make additional payments for 
tnerr CObacco: aitver the ctlose of the-market. “in -etrect, small 
buyers would be at the mercy of large buyers and the system would 
tend to discourage export expansion. 


The Committee also considered suggestions which advocated 
price discrimination arrangements, commonly referred to as two- 
price systems. In other words, it has been suggested that higher 
prices should be charged for tobacco used for domestic purposes 


than for tobacco flowing into the export market. 


A sustained two-price program would likely be construed 
to be an export-dumping arrangement which would invite retaliation 
while the dumping of small amounts of tobacco on an occasional 
basis appears unlikely to add much to the development of export 
markets. Moreover, a two-price system would require either a 
pooling of revenue, a substantial grower levy or other financial 
support in order to equalize grower revenue. Further, if the 
export share of the market is substantial and increasing, higher 
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domestic prices would be needed to average out returns to growers. 
This would tend to raise the price to the Canadian consumer and 
thus lower demand. It would also stimulate increased production 
in other provinces. Both of these results would add to the 
Quantities to be disposed of abroad at the lower prices. The 
foregoing were among the reasons leading the Committee to conclude 
that price discrimination arrangements would not be in the best 
interests of the industry or the public. 


Suggestions were made to the Committee that a minimum 
grade price system would be workable provided grade prices were 
set at a level considerably below average paid grade prices of 
preceding years. It is likely that this would provide greater 
flexibility than obtained under the minimum price structure of the 
Board. However, the Committee believes that eventually similar 
problems would result because of fluctuations in grade demand and 
supply as well as the wide quality and value ranges within grades. 
Re-grading of unsold tobacco might provide temporary relief but 
_ would defeat the purposes of the minimum price system and could be 
abused by buyers. The Committee feels that eventually support 
measures would be required and it is strongly of the opinion that 
no-sale or surplus tobacco pools, financed through grower levies 
or government loans are not in the best interests either of the 
industry or of the public. Under a support program the tendency 
would be for the least desirable tobacco in a crop to find its 
way into the pool. With the prospects of continuing oversupply 
in Canada and throughout the world, severe loss on disposal is 
almost ;wexrteain.+ Thus,. the. crower of poorer, tobacco. is subsa.dized 
by the grower of better tobacco or the public, to the detriment 
of ther industry. 


Stabilization 


Under the Agricultural Stabilization Act of Canada there 
are three basic measures through which federal government financial 
assistance can be provided for purposes of stabilization, st galas 

(1) outright purchase of unsold production by the federal 
government, 


(2) fixed payment subsidies, or 


(3) deficiency payments. 
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In the view of the Committee the first two, purchase and fixed 
Payment, are unsuited to the flue-cured tobacco Industry... (ne 
Committee feels that among other things the government should not 
engage in the tobacco business nor should it reward producers of 
low value tobacco disproportionately. The deficiency payment 
provision would appear to have the best prospects for the tobacco 
LHOUSUry < 


In connection with the marketing of the 19623 Crop, the 
Board sought federal assistance and as a result a deficiency 
payment plan was extended under the Stabilization Act. The plan 
was based on the level of 47¢ per 1b. for tobacco sold other than 
nondescript and special factor. This level approximates 90% of 
the average paid prices since inception of the Board for the types 
of tobacco covered under the plan. Thus, if 1963 average paid 
Prices for the tobacco covered are less than 47¢, the federal 
government will contribute any deficiency for distribution to 
growers on the basis of the pounds sold. As a result, the 1963 
auctions opened and have proceeded in the form of a totally open 
market. 


Conclusions and Recommendations 
ee ee ee OCU One 


In the Committee's opinion, the minimum grade price 
system operated by the Board from 1958 through 1962 has been 
detrimental to the industry. The abandonment of the minimum grade 
price system for the 1963 auction represents a major forward step 
by the Board; any re-establishment of the system can only result 
in the permanent contraction of export markets for Ontario flue- 
cured tobacco. In other words, there should be no fixed minimum 


DiGice: fom anyucrade.. 


The Committee considers that the long run interests of 
the industry and the general public will be best served if Ontario 
tobacco prices find their own levels in an open market. However, 
the Committee is sympathetic to the needs and desires of tobacco 
producers for stability and feels that reasonable Stapi Luy Sin 
the public interest. In this connection, the Committee is of the 
opinion that the deficiency payment form of stabilization arrange- 
ment extended to growers for the 1963 crop market under the 
Agricultural Stabilization Act of Canada would serve future require- 


ments to best advantage. 
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The purpose of such an arrangement is the avoidance of 
total market collapse rather than the provision of production 
incentive. ‘The level of ‘payment, to be in the public interést, 
Should be set as a floor-price to provide stability for grower 
protection and incentive should only arise through market demand. 
In the opinion of the Committee, the 90% level set for 1963 tends 
to provide incentive. Moreover, if as in 1963 the stabilization 
arrangement must apply on a national basis, what might be con- 
sidered as stability protection in Ontario may well provide 
incentive to other producing provinces. 


Stabilization extended to producers of other agricultural 
products has at times been set at 80% of the preceding ten-year 
average paid price. In the view of the Committee the 80% level 
is suiticiently high to provide protection to Ontario tobacco 
growers. However, the Committee feels that ten-year averages are 
not sufficiently flexible to reflect the conditions of the tobacco 
industry, particularly when it is proposed that production control 
Should be abandoned. The Committee is of the opinion that a five- 
year moving average price would be a more suitable basis for 
setting the stabilization level. 


In the Committee's opinion,. any future stabilization 
plan should continue to exclude nondescript and special factor 
tobacco. While these types are of some value to buyers, 
generally they represent the poorest tobacco in the crop and the 
marketing of this tobacco should not be encouraged. However, 
exclusion of these types results in some difficulties with 
stabilization on a national basis, because tobacco in other pro- 
ducing provinces is not graded in accordance with Ontario grade 
standards. Therefore, in the Committee's view stabilization 
extended to other provinces must be adjusted to take this into 
account. The Committee suggests that stabilization price levels 
should be set individually for other producing provinces at that 
proportion of the Ontario stabilization price that the average 
price paid-in’each province is of the average price paid forall 


Onvario tobacco, ineluding nondéscript and special factor. 


Stabilization Board officials have indicated that 
future programs may not be automatically available and that the 


Stabilization price level would have to be considered each year 
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in the light of prevailing circumstances. It would appear, 
however, that the Stabilization Board is open to the negotiation 
of arrangements suitable to provide for expanding production. 


As mentioned rearlier in this section, over 31,000,000 lb. 
of tobacco were not sold at auctions held for the 1961 and 1962 
crops. The growers were paid for this tobacco largely out of 
funds made available under government guarantees and the tobacco 
has been processed and stored. There have been press reports of 
some ‘sales of this tobacco but. the major portion is still in 
storage with continuing interest and other carrying charges. The 
Committee believes that this store of unsold tobacco will continue 
to have a suppressing effect upon speculative buying as long as 
it is held, and recommends that all possible steps be taken at 
once to sell it in the export or domestic market in order to 
reduce ultimate losses on its disposal to a minimum. Furthermore 
the Committee feels that neither funds of growers as a whole nor 
of the public should be utilized to finance the holding of surplus 
tobaces stocks. 


After careful study the Committee has decided that no 
universally acceptable grade structure has yet been developed (or 
is likely to be developed soon) which can define with precision 
the wide variation in recognizable characteristics of tobacco, 
let alone the less tangible factors such as aroma and taste. In 
other words, tobacco grading is highly subjective. Despite this 
conclusion the Committee believes that grading should be 
continued by the Board to accomplish objectives such as historical 
records of crop composition; establishment of stabilization levels; 
general guides to demand; current price levels for classes of 
wobvacco, it is tikely that suen objectives could be achieved with 


the use of fewer grades than are presently used. 


The separation of grades from prices in the 1963 
auctions appears to have relieved much of the undesirable pressure 
that has existed on the Board graders. Further, the change to fiat 
grading in auction rows from bale grading on the receiving line, 
which was implemented by the Board in 1963, also represents a 
distinct improvement towards obtaining better grading consistency. 


However, in order to achieve as high a degree of consistency as 
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possible, the Committee recommends that Board graders be carefully 
selected and adequately trained under the guidance and directior 


of the provincial government inspection service. 


In the interests of the growers, the Committee con- 
siders it desirable that the government of Ontario should hold 
specific rights and powers which would permit intervention in the 
conduct of the market even to the extent of suspending sales or 
investigating the practices and records of buyers. The government 
must hold the power to make such inquiries as are considered 
necessary to verify unreasonable fluctuations in auction activity 
or any other matters or indications of matters which would appear 
to result from the abuse of the market power concentrated in the 
hands of the buyers. For example the government could cali upon 
buyers and Canadian manufacturers for explanations if their 
purchases were not in line with their forecasts of requirements. 
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Section’ 4 
MARKETING OF FLUE-CURED TOBACCO LEAF 


Introduction 


Until the advent of The Ontario Flue-Cured Tobacco 
Growers! Marketing Board in 1957, Ontario growers of flue-cured 
tobacco sold their crops in unsorted form at their farms. Each 
grower negotiated the sale of his entire crop Vor awscinele buyer on 
the basis of an agreed price per pound of acceptable tobacco 
delivered to the buyer's plant. Over the years this method of sale, 
known as the 'barn buying system', was subjected to considerable 
criticism by the growers and from time to time by buyers. It would 
appear that grievances arising from barn, buying were a principal 
factor in the establishment of the all=grower board and the auction 
SVG Ceili) .9o 7. 


Under the barn buying system, each tobacco buyer employed 
field men who acted in the capacity of crop inspectors and buying 
agents. Field men continually visited farms throughout the growing 
season to inspect tobacco in fields, in the curing barns, and 
finally in, the pack barns. From their reports, the buyers evalu- 
atea the amount and quality of each crop jin the province. As 
buying agents, the field men would then visit selected farms to 
negotiate purchase of crops. Individual growers had little 
opportunity of knowing the relative value of their tobacco and in 
practice they often sought out buyers in an effort to bargain 
before the market weakened. When buyer and grower reached agree- 
ment on price, a contract was signed and the grower prepared and 


delivered his tobacco in accordance with the buyer's instructions. 


The report of the Tobacco Inquiry Commission in 1928 
indicated that the barn buying system was unsatisfactory to the 
majority of growers and the majority of buyers. The Royal 
Commission on Price Spreads and Mass Buying in 1933 investigated 
an alleged combine of tobacco manufacturers and other buyers of 
Ontario raw leaf tobacco and reported that the auction system, as 
operated in the United States, would not prevent all of the 
undesirable features of the barn buying system. Nonetheless, it 
was concluded that properly supervised and controlled, the auction 
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system would appear to be more logical than barn buying, which was 
described as an "obsolete and antiquated method of marketing 
tobacco". Some 23 years later the report of the Restrictive Trade 
Practices Commission stated: 

“The view that other methods of marketing, such as the: 

auction system, would be more advantageous to the 

Canadian flue-cured tobacco grower was not support- 

ed by the preponderance of the evidence in this 

inquiry in spite of certain shortcomings which it 

appeared existed under the barn-buying method." 
The Commission appears to have been impressed by the evidence 
advanced relating to increased costs, losses and inconveniences 
which would result from adoption of the auction system of the 
United States for Ontario conditions. Nevertheless, reference was 
made in the report to the lack of study regarding the possibilities 
of modifying the auction system "so as to secure the advantages of 
simultaneous competitive bidding: for clote of tobaccol\offered on an 
anonymous basis without involving all the costs which the present 
American system would appear to involve if operated under Canadian 
conditions". 


While barn buying continued as long as the Association 
operated, its role in keeping new buyers from entering the Ontario 
market never seems to have been emphasized. The export market, in 
which United Kingdom manufacturers have always been the main out- 
let; is more restrictive in leaf quality requirements than the 
domestic market. When export buyers bought full crops under the 
barn buying system they depended on domestic outlets for some 
types of leaf that failed to meet their standards but were found 
in every crop. As long as the barn buying system was retained, 
established buyers could be reasonably confident that consider- 
ation of this would influence the decision of any new export buyer 
who might contemplate entering the market in competition with them. 
Such a buyer faced the prospect of having to establish outlets Tor 
the whole range of grades in the Ontario crop. Furthermore, to 
justify the necessary inspection and buying staff required, an 
operation of considerable size involving proportionate provision 
for processing facilities became necessary. 
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“The Change to Auctions 


The program of the Provisional Committee, which in 1957 
spearheaded the growers! drive to form a tobacco growers' marketing 
board under the provisions of The Farm Products Marketing Act, 
proposed the sale of tobacco by auction in warehouses to be, built 
and operated by the grower board. When the growers approved the 
proposed marketing plan, in effect, The Ontario Flue-Cured Tobacco 
Growers! Marketing Board was empowered to regulate and control the 
marketing of tobacco, including the time and places at which 
tobacco may be marketed, and immediate steps were taken to implement 
the auction proposal. Financing was arranged and three auction 
warehouses were constructed - in Delhi, Tillsonburg and Aylmer. 
Special lights, humidifying units and controlled heating were 
installed in each warehouse and mechanical auction equipment was 
acquired, which along with other features represented a distinct 
departure from the tobacco auctions in other major producing 
countries. Since 1957, the first year of the Board's operation, all 
crops have been marketed through these auction warehouses or so~- 
called exchanges. In the exercise of its powers the Board has 
regulated delivery of tobacco by producers to designated exchanges 
at specified times and has controlled the mechanics or “tiie 


marketing operation. 
Scheduling of Deliveries 


The objective of the Board in scheduling delivery of 
tobacco to the exchanges has been to permit the marketing of the 
crop on a relatively even basis in proportion to the production 
of designated areas. For this purpose 37 dietricts have been 
used and crop estimates made in the fall of each year have been 
summarized by these districts. Districts have been allocated to 
the three exchanges so that potential deliveries to the exchanges 
would be approximately equal. During the course of the sales. 
accumulative records by district have been maintained indicating 
crop proportions delivered to the exchanges. Re-allocations of 
districts have been made if districts or the delivery programs 


were out of dine’. 


To achieve its scheduling objective, the Board has ordered 
tobacco into the exchanges in four phases or shipments. Growers 
have been permitted to elect to make one, two or four shipments on 


the following bases: 
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(a) if one shipment is elected it would be ordered in for 
the fourth phase, 


(b) if two shipments are elected, they would be ordered 
in for second and fourth phases and not-more than 
50% of the grower's crop would be accepted in the 
second phase, 


(c) if four shipments are elected, one. would be ordered 
in for each of the four phases, with not more than 
25%, 50% and 75% of the grower's crop to be 
accepted in total for the first, second and third 
phases respectively. 

Growers have been required to make their election in 
writing before the market opened and to advise the Board of ship- 
ments ready for market through 'stripping' cards left with them for 
this purpose. Post-mark dates on these cards have been used by the 
Board to determine the order of scheduling deliveries to exchanges 
and the cards have also been used to physically check that 


individual shipments were ready for market. 


Each grower is responsible for stripping his tobacco from 
sticks, sorting it and packing it into bales of approximately 55 Tb. 
in weight. The bales must be tied and wrapped in kraft paper ina 
prescribed manner. Normally a grower handles each kiln of tobacco 
as a separate unit, sorting the tobacco leaf by colour. When a 
grower has baled sufficient tobacco to cover the quantity required 
to be shipped for a given 'ordering-in' phase, the appropriate 
card is mailed to inform the Board that the shipment is ready. The 
number of: bales and the estimated weight of the shipment are shown 


en Pt he ceard, 


Field men are sent to the farms by the Board to check that 
the number of bales reported as ready for shipment are in fact 
ready. This stripping inspection is done to prevent growers from 
obtaining earlier shipping dates by sending in cards before their 
full shipments are ready. If a grower is found to have done this 
he is penalized by the relegating of the shipment concerned to the 
endof “the market» Direct cost to the Board of this po lieing 
activity amounted to about $55,000 for the 1962 crop. 


Tobacco has been ordered-in to auction in accordance with 
requirements estimated by the exchange managers. Orders and excise 
permits to transport. tobacco have been sent to growers in each 


district, on a post-mark date sequence basis as shown by the 
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stripping cards, to deliver shipments to designated exchanges on a 
specified day. These procedures have been applied in such a way 
that shipments scheduled for each ordering-in phase were completed 
before the next ordering-in phase was commenced. 


Growers have had the freedom to ship bales from any part 
of their crops and from any number of their kilns. Originally they 
were free to write their kiln numbers and colours on bales but sub- 
sequently this identification was prohibited by the Board for the 
reason generally given that buyers might see two or more kiln 
numbers on one flat of tobacco and rightly or wrongly contend that 
the flat contained mixed grades. This prohibition, which resulted 
in increased grading difficulties, was discontinued in 19635 when 
significant changes in the auction were introduced. Moreover, in 
1963 the Board has encouraged growers to deliver tobacco to the 
exchanges by kiln in order to improve the und formity ol gieat ,on 
flate of.topacco.ctrered for sale, 


Receiving and Displaying of Tobacco at Exchanges 

Tobacco delivered to an exchange by a grower is received 
at one of five receiving lines of the exchange and the grower is 
responsible for unloading his shipment and placing “bhe bales: on the 
receiving line roller conveyors. The wrapping on each bale is cut 
and sample leaves are pulled and placed on BODNGL. Loe ba le. 
Until 1963, each bale was graded at this point..by.awBoard enader, 
a preprinted grade ticket was attached to the bale, and the bale 
was placed on a pallet or flat according to gerade... sitwloaGs) the 
procedure was changed with Board classifiers and the grower 
matching bales by leaf type snd colour and placing them,on flats. 
In a later operation the entire flat, rather than each individual 
bale, is assigned a grade. 


A maximum of 24 bales is placed on a flat and no two 
growers! tobacco is placed on the same flace The -Platscare =then 
weighed electrically at which time multi-part’ welgh billisvare<pre- 
pared which are used later in controlling and recording movement 
of the flat through the exchange. After weighing, Places of 
tobacco are moved by lift-truck and placed in rows on the display 
floor. When a row of tobacco is completed, the weigh bills for 
the flats in the row are collected and used in the preparation of 
auction catalogues. In the 1963 auctions, Board graders assign a 
grade to each flat of tobacco prior to collection of the weigh bills. 
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The exchange operation to this point is called the ‘'front- 
end'., Prior to 1963 the front-end operation has not kept pace with 
the auction and the Board has found it necessary to operate it on a 
two shift basis. As a consequence about 450 persons have been 
employed in front-end operations at peak auction periods. 


An auction catalogue is prepared from the weigh bills for 
each row of tobacco on the display floor. The catalogues show for 
each flat the position in the row, the flat number, the number of 
bales and the weight of the flat and until the 1963 auction, the 
grade. In 1963 the grade is shown only on those catalogues released 
to growers immediately before. the row is tombe auctioned. 


Catalogues are distributed to the buyers so inate their 
appraisers can examine the tobacco on display and establish their 
valuation on each flat listed. These appraisers then inform their 
representatives in the auction clock room whether or not to bid on 
the tobacco. Cataloguing and pre-appraisal or tobacco offered for 
sale does not occur either in the United States or in Rhodesia and 
it would thus appear that buyers of Ontario tobacco have a decidedly 
better opportunity to evaluate the lots offered for, sale, 


The Dutch Auction System 


Tobacco is offered for sale by flat in catalogue order, 
A Board caller identifies the flat offered and a clock man starts 
a large wall-mounted so-called Dutch clocw calibrated im quarver= 
cent increments, at a point considerably in excess of the going 
rate for tobacco of the grade being offered. The hand. of the clock 
descends through the price calibrations until Lt as ‘stopped by 2 
buyer at the price he is prepared to pay, Thais is accomplished by 
the buyer pushing a button which instantly stops the clock. Under 
the minimum price system which exiated throueh 2962,. 11 no, buyer 
stopped the clock before the hand descended below the minimum 
floor price set for the grade offered, the flat of tobacco was 
declared no-sale. Until 1962, no-sale flats were re-offered the 
following day and this practice re-commenced in Wooo UMaecr cle 
1962 support program the Board automatically removed the 
tobacco for processing at the minimum grade price unless the flat 


was classified as nondescript or special factor tobacco. 
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Normally four rows have been offered in sequence and an 
average of six to eight offers per minute have been obtained. 
However, the auction rooms have not always been able to operate 
continuously because the Board has been unable to set up and remove 
rows of flats as fast as they were auctioned. 


While the auction is in process, data on @€ach offering are 
recorded semi-automatically in punched card form. Punched cards 
from each exchange are processed nightly at the Board's central 
accounting office so that by the following morning cheques for the 
growers, billings to buyers and various market statistics have been 
prepared. In this connection each exchange office employs a staff 
of about 12 to prepare catalogues, auction data, excise and other 
records and to attend to other clerical aspects of the exchange 


operation. 


Few criticisms of the Dutch auction system were presented 
to the Committee and the consensus of buyer opinion seems to be 
that the clock system is basically sound. It was emphasized, 
however, that the system places a premium on sorting and 
classifying because only one bid is possible and the unit of sale 
is larger than in most countries. Thus.the product must be 
uniform. Some mention was made of increased strain upon buyers 
and the lack of direct communication between the man who appraises 
the tobacco and the button operator. On the whole, however, the 
Dutch auction system appears to be satisfactory to all segments of 
the industry. 


Removal and Re-Offering of Tobacco 


A growers' room is available in each exchange in which 
growers may follow the activity in the clock room. Growers 
have about 15 minutes after the auctioning of a2 group of rows. in 
which to reject buyers' offers. This is accomplished through a 


Board representative stationedronhthe display floor, 


Flats of tobacco which have been sold are then moved by 
lift-truck to the assigned shipping bays of the buyers concerned 
where each flat is checked by Board shippers and by the buyer's 
representative. At this point the responsibility for’ the Tobacco 


is passed to the buyer and he removes the tobacco to his plant for 
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processing. Normally tobacco purchased by a buyer has been removed 
from the’ exchange within 24 hours after purchase although 
occasionally removal has been delayed with resulting interference 
in the display rows. 


Nnviieche 1962 crop support program was introduced, IDlats 
Of tobacco: which did not bring the minimum grade price or on which 
the erower*rejsected “a "buyers iwitfer, were 're-orfered the next day. 
if, on re-olfering, “a*fiat was not ‘sold at’ orvabove the minimum 
perade price, ic was -examined” by “Board "graders: =f the original 
grading was changedadas the’ résult of ‘this examination; the flat 
COULOmchNen be rol rerea twice move, “Therefore. some’ flatse“er tobacce 
could ~be offered as many as four times before the tobacco would be 
sold or returned home to the grower. 


In 1962, only nondescript and special factor tobacco was 
re-offered, as other grades were subject to the support program. 
With the commencement ‘of=the” 1965 “auctions, ‘tobacco which’ fails to 
Drineeral Orrer Orvon Wire Ulie "rower "re jecuo -alr Orler: Cam pe 
offered only a second time before it is returned to the farm, 
Tobacco to be returned to a farm must be removed from the exchange 
by “the crower within */2e"nours and tai Ving “this-the=Board ships “the 
Pooacco to vneY grower “at his’ expense. 


ae removal of tobacco from the auction rows for shipment 
or in ‘preparation for re-offering is known’ as the ‘back-end! of the 
exchange operations. Approximately 150 employees have been engaged 
during “the auction -season-inethe back=-enda*of’the-three exchanges . 
(neiudinge=rront=end and“back=-end; -orPice,caretveria > ‘shipping 
inspection, management and miscellaneous other staff over 700 
employees have been engaged in the conduct of the exchanges during 


tne Ccoursesor the auction. 
Anonymous Selling and Buying 


Since the inception of the auction system the Board has 
exercised”a” form of anonymous selling in’ that Tlats’ of tobacco 
offered’ for sale are in’ no-way identified with the’grower. - This 
measure appears to have been taken to prevent buyer discrimination. 
However, if both grower and buyer so desired, there were ways in 
which a grower could advise the buyer of the weigh bill numbers 
ageaened to his flats of tobacco. As a result, for the 1962 crop, 
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the Board devised a system under which flats were identified to 
buyers and growers by different numbers, thus making communication 
between buyer and grower more difficult. However, the two-number 
system was stopped when the support program was introduced but not 
before it caused much delay and many difficulties to the exchange 
and accounting staffs. 


By way of comparison, in the United States the grower's 
name as well as his farm number is placed on sale tickets. 
Discrimination by buyers is not considered practical on a large 
scale since, with the speed of the auction, the buyer's attention 
must be directed to the tobacco offered rather than the name of 
the grower. In Rhodesia bales of tobacco are identified by per- 
manent grower numbers and here again, while buyers have come to 
know some growers and their numbers, buyer discrimination is not 


considered to be practical. 


Anonymous buying has never been introduced although in the 
Dast Some Board members have actively advocated if..on the grounds 
that buyers would be unable to pace themselves with their 
competition and would be compelled to participate more actively 
throughout the market. However, it would appear that the buyers are 


opposed to anonymous buying and could circumvent it. 


Particularly in leatveriyears bistthe mifimum price system 
Phere Nave been, proponents for anonymous, grading but no attempt, was 
made to implement it. Of all areas, grading more than any other 
Nas Deen cuscepcuible TO pressure, not by the buyers but by the 
CrOWereL imu, 196s grading Inleirect. amounted. to the pricing oF 
tobaccorand=a substantial: measure’ of the criticism directed at the 
eradimes Operation ean be attributed to the lack of anonymity. The 
removal of gradeprices for the 19635 auction would appear to have 


relievede this situation’. 
Auction Periods and Costs 


Auctions have generally commenced each year in.the latter 
part of*November, from six to eight weeks after completion of the 
harvestiee This tamenhaslibeen used> for the compilation of-ecrop 
estimates, price-making and the devising of auction procedures, all 
ofiswhich had: to xbe completed before the auctions could begin. With 
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changes introduced in the 19635 auctions and other refinements that 
MienG be porcsilole, the marker could be opened at an earlier date, 

a recommendation made by a number of the buying companies to the 
Inquiry Committee. Among other advantages that might be gained is 
the reduction in grower interest charges through earlier receipt of 
proceeds. ‘The Committee belteves that it would be feasible to open 
the suctions by tne middie Pictober, particularly under conditions 


of an open market. 


tne Lenetn of the guetion period nas ~ceén irom Tour vo 
six months. This has béen dependent in part upon the size of the 
Crop buc Mostly Upon cle activity and problems of the market. ‘These 
problems, Many of which have been chronic, have principally been 
related to minimum prices and grading. They have resulted in closing 
of the exchanges for varying periods of time by the Board and in some 


years have resulted in extensive re-offering of tobacco. 


The following table compiled from Board records sets out 
the number of selling days in the crop years from 1958 to 1962 and 
related data on sales, offerings and costs. The 1962 offerings 
figure is not strictly comparable because, under the Support.program, 
all tobacco other than nondescript and special factor was removed 
for processing rather than being re-offered if it, failed to sell. 


4 Cron years 
LIS 1959 Lg6O iRShewl L962 


ere ee 


Number of auction days 100 IZ. 88 128 102 


KEE HKK 


Total Crop, so.d Or processed 
(mil tion Lb.) TS 146 199 190 180 


1 
Average péer day (million 1b.)1.73 EGR EBS) 1.48 pA) 
KH a e 
156 CANS Cuan Exiles 


Total orrerings (million Ib.)231 
not Dee is 2.45 eapelide On0d 


Average per day (million 1b.)e. 


KKK KH 


Percentage offerings 


Losmsales 133.5% 106.8% 108.5% 145.8% 118.3% 
KH KKK 
Average flat weight (1b.) 659 So Sheke. 20a 386 
KH HH 


Auction exchange costs* 
(in thousands of dollars) $759 694 B25 deal iB Oia 5: 


* Excluding general administrative charges, exchange office 
costs and depreciation of buildings and equipment. 
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lCewailly be observed Trom the above table that ‘im years 
when the ratio of offerings to sales were smallest, average sales 
per day were higher and the auction period was shorter, although not 
tmedarecy Droporcvion.| The auction period has also been Influenced 
by the decline in the average weight of flats of tobacco. 


In} operating the exchanges thé Board must!) meetscertain 
fixed costs regardless of the amount of tobacco auctioned or the 
numbersof days the-auction is conducted... Thesescostsrrelate toxsuch 
matters as property taxes, maintenance, management and other per- 
mancas Seattecalarnesoo lint truckirentalseandsutilities ..cBased on 
current costs the fixed element of exchange costs would approxi- 
mate $250,000, excluding building and equipment depreciation which 
GouNayuols 1965 hadinot-.beeneprovided for undernshe Board 'srmethod 
of accounting. However the main exchange costs are those incurred 
in connection with the wages and expenses of the staff required to 
receive, grade, move and ship tobacco. These costs vary not only 
Withee. voval production for the year but: also with those problems of 
the market which result in extensive re-offering of tobacco. Hence 
exchnanee costs inerease significantly 11, for any, reason, the 
auction period is extended. Since inception of the auction system, 
costs of operating the exchanges have steadily increased so that by 
1963 auction costs had reached the level of $1,100,000, of which 
over $700,000 was wages. 


For several years physical expansion of the exchanges has 
been contemplated by the Board to relieve the apparent imbalance in 
the exchange operation. Exchange receiving lines, despite a two- 
shift operation, have been unable to keep pace with the AUG On 
room. The Board has felt that by expanding the display area not 
only could a closer balance be achieved between receiving and 
auctioning but also that the second receiving shift, which has been 
required from time to time, could be eliminated and that tobacco on 
flats could be given more time to 'come in case!'(i.e. to thaw out 


and regain its natural characteristics). 


It appears to the Committee that the imbalance in Cie 
fiow of tobacco has been due “in “part to the “congestion in the 
receiving areas and a right-angle movement of tobacco to the display 


area. Further, it seems certain that the grade price system a 
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the Board in past years contributed substantially to the physical 
problems and related costs. 


Marketing Fees 


Since the inception of the Board, operating funds have 
been derived from a 1¢ per 1b. licence fee levied on all tobacco 
sold through the exchanges or removed under a Support? program: 
Under the present arrangement the average grower must pay approxi- 
mately 2% of his gross revenue from tobacco to Gries Beard ©? ast ne 
first six years of its operations, the Board collected marketing fees 
aggregating some $10,400,000, which have been sUimtrcient. tovmeet 
general operating expenses as well as to provide’ a -surplus’ ‘of about 
$2,500,000. Of this surplus, approximately $24 75 YOO) inassbeert 


invested in land, buildings, equipment and leasehold improvements. 


Because the basis of fees is pounds of tobacco sold as 
opposed to pounds offered, revenue of the Board 1s inftlexibie in 
relation to problems of the market. For example, tne L936. trop 
auction period was prolonged and auction costs were increased sub- 
stantially over those of 1960 by market problems and the extent of 
re-offerings. However, the fee revenue was less than that derived 
from the 1960 crop when the auction flowed relatively smoothly with 


a larger crop being sold in a much shorter CAMe*, 


Suggestions have been made that fees should be based on 
offers rather than on sales and that a minimum fee per flat should 
be imposed. However, the Committee feels that fees Ley Led son 
offers would exert pressure on growers to accept marginal bids and 
further that failure to sell a flat causes enough hardship to a 
grower. A minimum fee per flat, if of significant amount, might 
tend to increase the average weight per flat and reduce the auction 
period with consequent reduction in board “costs. However in tne 
view of the Committee, the charging of a minimum fee per flat would 
not be conducive to maintaining or improving uniformity of bales on 


as. 
Auctions in the U.S. and Rhodesia 


By way of contrast to the Ontario system, tobacco auctions 
in the U.S. and Rhodesia employ the traditional live auctioneer who 
moves along rows of tobacco with a team eh Devore, Sacvarter Le 


initiate bidding, and such clerical assistants as are REGuA reds, 
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individual lots of ‘tobacco, preclassified as to grade, are sold 
through verbal competitive bidding of buyers. 


In the U.S. there are more than 400 auction warehouses 
which are privately owned and in which tobacco is sold loose in 
baskets containing an average of about 150 1b. Individual growers 
may deliver their tobacco to a warehouse of their choice whenever 
they choose to do so and thewarehouses actively compete with one 
another to obtain the grower's business. With enormous excess ware- 
house capacity, individual warehouses are assigned selling quotas 
based originally on the amount of warehouse floor space. Normally 
the Ameri can «grower .can ,expect his tobacco, o..be .0offered,.at auction 
within .24 hours,.after,delivery. -,In,addition, to. the regular. trade 
buyers, the system accommodates speculative buying for resale by 
so-called ‘pinhookers' as well as 'house-buying! by the warehouses. 
Grading is performed by government employees. and tobacco failing to 
bring an established mininum grade price is removed under a 
SOvernment Support program, The huge American crop, almost eight 
Tames vne Si2e ol that of Ontario, 18 generally sold insabout. 2 
four month period. 


The. Rhodesian crop,;: generally about. one-third Jarger 
Dhani. OnGarlon.cuop., LS, S010, over a.cix.anonth period. through 
three privately owned auction warehouses. The unit of sale is a 
balenot acoObacco, wWwelehime Jang average if, ab0ut»<.80O1b..-,Tobaceo is 
preclassified: by graders employed »by..a joint,.grower-buyer .board 
but. there have been no minimum prices or support measures and 
GOoveecCOmwatch tails CO Dring an acceptabic price Ws subsequently 
re-offered. Pinhooking and house-buying are permitted. A delivery 
GQueta syevem 16 Operaved Wider which, im sorder. to conduct, an 
Order lyimerkel.) PrOowers are required to pring an, specific quanticies 
Of TOvaecco at specific tames. “Marketing: [ees pald by Rhodesian and 


Uso. erowers are Somewhat Bileher than the fees of Ontario growers. 


While pinhooking and house-buying have been features of 
the Rhodesian and American systems, the Committee considers that 
little advantage would be. gained by their introduction in Ontario. 
Pinhookers in Rhodesia generally purchase about 1% of the crop while 
Lie eeu, sole eh. SUDO te DRLCeS.. Dannooker.. purchases, .are.even 
less important. Thus it would appear that growers would not obtain 


Sienificant benefit from pinhookers and that by rejecting low bids 
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and re-sorting, they could perform the same function for themselves. 
House-buying is possible in Rhodesia and the U.S. because the auction 
warehouses are privately owned but again the quantities so purchased 
areesivati.« It-eany event, the speculative function of house-buying 

is not appropriate to a system where the house is a body represent- 
ing all of the growers. 


The, Tobacco.-Buyers 


Bue number Ol puyine companies accuag ly Parviclpatinge an 
whe i iue=cured teat market has varied .slighily from.year.to.year but 
has not changed significantly for over’30 years. “Since the 
inception of the Board in 1957 the number of buyers has varied from 
six to eight. Well over 90% of the purchases from each year's crop 
has been made by five of these companies and while their individual 
cropaproportions have changed to somesgexten® fromoyear (totyear) othe 
Sicuacson ts NOt unlike that. prevailing under the -former 
Association. 


Raw leaf tobacco.is a perishable commodity which must be 
processed to a storable condition and aged before being introduced 
incvo Manufactured products. Investment in processing facilities 
and storage is substantial and the tendency both in Ontario and 
elsewhere has been that such facilities are few in number... From 
its beginning, most Ontario flue-cured tobacco production has found 
its Way into the domestic and United Kingdom manufacture of 
Gigareteces and there has beenva bistoric alignment of Ontario 


TOVaCCOMDUYErS With these clearctte manutacturing interests. 


Like \many pother; consumer products, marketsalorrcigarettes 
andlotherpcobacco productsearevin large, measure sustained by adver- 
Pisine and Saves. promoOvici. lt aS Characteristic Jn most Countries 
bnaGscararerle Manubaccuring rests in the hands of .4 very, few 
companies and Canada is no exception. To all intents and purposes 
the cigarette market in Canada is. served by four corporate groups, 
vyizw (mperial Tobacco Company of Canada. Limited, hothmans of Pall 
Mall Canada Jamited, WC. MacDonald Inc. and Benson and Hedges 
(Canada) Limited. Of these companies, Imperial Tobacco has long 
been predominant although in recent years it has faced stronger 


Competition through the rise of the Rothman eroup which incorporates 
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tae LOrmermyuhock City “lohnacco soreani 7a tions» A sJamivlar, domimant 
NOsii2on ws Trepertedily Nelo ity Lhe. United kingdom by.<imperLal 
Pope cCCOmcCO. OT, Creat. Bi tain, and. re tande Limited, an waideideate of 
Imperial of Canada. 


The ‘Board Wssues annual licences ‘to: buyers who apply to 
purchase tobacco through the exchanges. The following table reflects 
Civeweelatives purchases? 6 dicensed buyers in “the-‘crop* years from 1957 
HOLES 6? ? 

Purchases as 4 Prercenrvace of 


Ali- Buyer Purchases 
Crop Year 


POO UGE GOON LLOS OME RSOOLCMOle BL9O2 Average 
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Imperial Leaf Age, ADZD 56.8  A9,e Beeb 129.0 Spe ae 
Canadian Leaf elt. ONE Awe.) woe ie Oreos Oo 20.0 
Hodge Tobacco 1S Garil 4e0: Cavisds 1.080 O36 VEO 126 
British Leaf Cg a nl lee Ug a Se yee Reo  liliag MD 
leaminegton Tobacco Shee) (eas es, gor Law Loy £Ol'S 
Dibrell Brothers - - 53.8 Aree 7t4 AG eee) 
Consolidated Leaf ea. AS) WG) i! aS) - een 
Delta Leaf ~ - ~ 4 raid BS, :6 


Imperial Leaf Tobacco Company of Canada Limited has con- 
Sasvenuly been the major buyer of Ontario Plue-cured leat, The 
company is a wholly-owned subsidiary of Imperial Tobacco Company of 
Canada, Limited, or Which Brivisn American Tobaceo Co, itd. of 
Pondon, Hnelang as" a major snarenolder;, the Latter company 18 arii- 
Tiated Wren Imperial Tobacco CoO. ef Great Britain and ireland 
Mimi cec,. Imperial Weg! purchases a1) of the requirements of the 
Canadian manufacturing SrOUD an. ao Well, DUrChasces GNnUaAri Oo sgleat 
forsovner British) American manuracturing subsidiaries. throughout the 


Worvcs™ TRetconpany purchases all types, of lear. 


Pratish Peat Tobacco Company or Canada, Limited, -epoytedly 
ea wholly-owned subeidiary cf Imperial Tobacco Go, of “Creat Brivain 
end Nrelend limiced hes peem the larecest export’ buyer im the 
Ontario market. ‘The company purchases tobacco solely Tor export to 
TGs. parent “organi zaurom, traditionally from the hiener grades and at 
the-niphnest average price per pound. The Committee has been given 
to understand that the operations of British Leaf and Imperial Leaf 
are completely separate and distinct despite their corporate 
chm hand WeBck ow Weng ©, 
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The second largest buyer, Canadian Leaf Tobacco Company 
Limited, is a subsidiary of Universal Leaf Tobacco Company of the 
United States, a large international leaf buying organization. 
Canadian Leaf buys tobacco for the domestic as well as the export 
market. The Committee was informed that Canadian Leaf operations 
are completely divorced from those of Simcoe Leaf Tobacco Company 
Limited, another Universal Leaf subsidiary Dar tics Date, 1 ne 
Ontario market. In about 1958 Simcoe Leaf acquired Leamington 
Tobacco Sales Corporation Limited, formerly a subsidiary of the 
Rock City Tobacco Company (1936) Limited, a manufacturing company 
which is now part of the Rothman group of companies. Through 
Leamington Tobacco, Simcoe Leaf now purchases tobacco for both 
domestic and export purposes. 


Hodge Tobacco Company of Canada Limited is the only 
buying organization other than Imperial Leaf in which a Canadian 
cigarette manufacturer reportedly ho LGS ean GLOLeRes.t.. 
WecemMaeDonald Lintenis Said to own controlling interest in Hodge-and 
a substantial portion of MacDonald's requirements are said to be 
purchased through Hodge. 


Of the smaller buying companies, two entered the Ontario 
flue-cured market since the inception of the Board. Dibrell 
Brothers. Tace,na subsidiary of an American leaf buying organization 
of the same name, commenced buying at the exchanges in 1959. Delta 
Leaf Tobacco Company Limited entered the market in 1960 with a 
former Board chairman as president and general manager. Delta 
Leaf does not own processing facilities but leases those of the 
Ontario Flue-Cured Tobacco Growers! Co-operative. Delta Leaf 
purchases,. which, have represented a very minor percentage of the 
crop, have principally been in the lowest quality categories and 
average prices paid have been less then halPeor thesaverace prices 


paid by other companies. 


The remaining buyer, Consolidated Leaf Tobacco Company 
Limited is a small independent company. The quantity Of Ss. Diu 
chases declined from 1957 and in 1962 the company G10. Nom partici 


pate in the market. 


As mentioned above, only six to eight buyers have partici- 
pated in the Ontario market over the years and the dominant buyer is 


owned by the major Canadian cigarette manmureweturer. In recent years 
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there has been stronger competition in the Canadian cigarette 

market and relatively stronger participation in the leaf market by 
buyers not directly related to domestic manufacturing interests. 
Nonetheless, there is limited competition for certain segments. of 
the crop and also the actions of the smaller buyers cannot help but 
be influenced by those of the major buyers As im, other parte of the 
world, the Ontario flue-cured tobacco auctions are characterized by 
IMmperreec~ competition’. 


It was suggested in the report of the Restrictive Trade 
Practices Commission that, in the event a Statutory marketing scheme 
was established, consideration should be given to Incerposing only 
independent buying companies between grower and manufacturer. This 
Suggestion was put forward because it was considered that buyers 
affiliated with manufacturing companies take such a laree? part of 
Canadian production that little scope remains for an independent 
buying organization with one of the consequences being the hindering 


of export development, 


The Committee appreciates the intent of this suggestion 
but does notiiconsider it to be a practical Dossibility. Rather, 
it considers that consistent high quality production, competitive 
prices and aggressive sales effort are required to increase Exports 
and that herein lies the scope for the independent. buyer and the 


improvement of competition in the market, 


Effective competition is contingent more upon the Auer ty 
of buyers than the number. The Committee feels there is little to 
be gained by. participation in the market. of buyers without the 
resources and organization to provide processing facilities and 
coverage of world markets. The availability of grower-owned pro- 
cessing facilities may provide incentive to such prospective buyers 
but it would be unwise to extend or improve the facilities on this 
account and unlikely that any singular contribution would be made 
to the market. 


Effect of Auctions on the Buyers 


The introduction of auctions by the new Board in 1957 
resulted in Sieniticany chances. in the activities of the buying 
organizations. Formerly buyers visited individual farms, first to 


appraise unsorted crops and then to purchase them in entirety. 
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Under this system the grower was unable to meet all prospective 
buyers and therefore was unable to bargain effectively for his one 
large unit of sale. With the introduction of auctions, it became 
necessary for all buyers to compete for relatively small proportions 
of each grower's crop. 


Under the barn buying system, buyers could cause tobacco 
to be prepared at the farms in accordance with their instructions 
and could schedule the flow of tobacco to their processing plants as 
required. Under the auction system, buyers have been forced to 
accept tobaccoyvinethe reondition: offeredsand, as well, to adjust their 
processing operations to the fluctuations of the market. 


The auctions have not changed the buyer's needs to con- 
tinually iexamineacrops in ithe field,ein therkilns,; and in theepack 
barns so that the composition, quality and quantity of the crop can 
be estimated and buying programs developed. From time to time the 
Board has taken steps to prevent the buyers from visiting farms but 
have had»sno legal means of enforcing these measures. The effect of 
these Board actions, which appear to have no justification, resulted 
Onivein Iuethentdetrertorationrofdgrowersbuyersrelationssd Although 
buyers were to some extent inconvenienced they appear to have been 
ableytosobtaineall thekcrop tinfonrmationhtheysrequired. 


| buyers purchase ana process tobacco principally to the 
order of or by contract with their various customers in Canada and 
ovher countries. “The Committee Nas been informed” that “the extent 
Or Speculative puying, particularly for export purposes, has 
diminished in recent years and that the establishment of the pro- 
cessed tobacco pools under the support program practically halted 


such” Duyans in o91 902% 


Tobacco Processing 


Discussions with various buyers revealed to the Committee 
that existing processing facilities provide significantly more 
capacity than the existing production level of the industry requires. 
The present grower-owned processing facilities have had some psycho- 
logical value and have provided a means by which one small buyer 
could embark in business. It would appear, however, that from an 
economic standpoint expansion of such facilities would be wasteful 
and of Jittle Sirgmitricant value to the andustry. 
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The processing of tobacco involves the re-drying and pack- 
ing of leaf for storage. Tobacco purchased by a buyer is removed to 
his plant where the bales are examined and fitted in the buyer's own 
grade-structure , in’ the re-drying operation the moisture content in 
the various lots of leaf is reduced to a very low level and then 
reintroduced to the point considered optimum by the processor for 
leaf storage. The leaf is then packed securely in hogsheads or 
cases and despatched either to a customer or to a storage area, 
where the tobacco is kept for varying periods of time depending on 
the maturity required for manufacture. 


In past years processing has required extensive hand 
labour and while to some extent this is still true, in recent years 
many mechanical techniques have been introduced. (The general 
trend has been to move processing operations from the manufacturing 
plants nearer to the point of production.) In earlier years tobacco 
was delivered by growers to processors in loose leaf form. The 
processor employed a large staff of workers to sort and tie this 
leaf into 'hands' of about 25 leaves and these hands or bundles 
were then put through the re-drying process and packed in hogsheads. 
With wartime labour shortages, however, the operation of sorting and 
tying was moved back to the farmer who was paid an allowance for 
this work. Formerly manufacturers had to break the bundles of 
re-dried leaves, originally to 'hand-stem' the leaf and later to do 
this by machine. With the transition to what is called 'tipping 
and threshing', the initial stemming operations are now done in the 
processing plants. Technology for re-drying leaf in stemmed form 
evolved and this in part eliminated the need as well as the cost of 
tying tobacco in hands. The marketing by growers of leaf in tied 
form has disappeared entirely and in those markets which still 
require re-dried leat in bundle form, processors again mist engage 
Svait LO tie hands as. required, In general, “the processing 
industry has proven itself adaptable to the needs of manufacturers 
and the change to auctions. 


Conclusions and Recommendations 


The Ontario flue-cured tobacco industry as a whole has 
benefited through the establishment of the auction system of selling 
tobacco. While improvements should be made in the mechanics of the 
system, most of the undesirable conditions which characterized the 
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barn buying system have been removed, Growers are now in a better 
position to obtain information concerning the market and the 
relative.value of their product... They are,.able to offer their 
tobacco to all buyers simultaneously in an orderly, impersonal way. 
The grower has been relieved of the pressure of selling his entire 
crop to one buyer, without knowledge of its true worth and in fear 
pr tne consequences of refusing an offer. 


Despite early objections to auctions, buyers have come to 
Bppreciate Their benerits,. fhe smaller, buyers especially, /as well 
esa thne larger ones have gasned.by, purchasing sorted. lots of 
tobacco to suit their,.requirements,.thus_obviating the need, to 
dispose of unusable tobacco of types which they were forced to 
acquire under the barn buying system. Further, the auctions have 
facilitated access to the leaf market by customers of the buyers. 


The mechanics of the, auctionsmust..be tailored..to.the 
basic system of selling which, until 1963, has been the minimum 
grade price system. The deficiencies of this system created many 
of the problems and disruptions that have plagued the conduct of 
the auctions. By dispensing with minimum grade prices for the 
1963. auction, many of the problems and the related costs and 
inconveniences should be eliminated. The Committee strongly 
recommends that minimum grade prices should be withdrawn permanently. 


The ordering-in program of the Board has given each grower 
a reasonably equitable opportunity to market his tobacco. There is 
no way of predetermining buying fluctuations, which appear to be 
inevitable regardless of the selling system, so that the scheduling 
of deliveries ine thesorder ingwhieh. they are declared neady,.~onea 
district pasis ,enas beémyquite ssatisfactory.. ~The principal drawback 
has been the need and related cost of checking that shipments are in 
fact.ready, a.function, brought.about.by,the,.opportunism.of some 
growers... In,the.Committee's opinion,, this stripping inspection 
could be accomplished effectively at considerably less cost by ran- 
dom test-checks of at least 10% of all shipments. The Committee also 
believes that the imposition of a fine of, say, $100 (in addition to 
relegating to the end of the market a shipment found to be short) 
would deter growers from falsely reporting shipments as ready. 


Where there are prospects of a considerable excess of 
supply over demand, the market may weaken from time to time during 
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the auction period. As a consequence growers shipping a quarter of 
their crops as a unit could suffer appreciably through receiving 
lower prices. For this reason the Committee considers that, although 
increased costs would result, the number of ordering-in phases should 
be increased to possibly six. Under these circumstances a grower 
should have the choice of using all six phases or the second, fourth 
and sixth. (The latter option might reduce costs of a small 
producer.) 


The change to grading by flat in the auction rows is con- 
sidered by the Committee to be a great improvement over the former 
bale grading operation. Not only has grading been accelerated, 
with consequent relief of congestion at receiving lines, but also, 
with the removal of pricing pressures and a broader comparative 
view of the tobacco, greater consistency in grading should result. 


Through encouraging growers “to*deliver=tobacco =by Kiln, 
permitting them to mark kiln numbers and colours on their bales 
and placing the onus upon them for grouping their tobacco on flats, 
the Board has taken positive steps to obtain greater flat uniformity 
and reduce grower criticism. The Committee recommends that these 
practices be continued. It is recognized that flat weights may 
decline through the grower classifying his shipments into relatively 
small units, either to spread his risk or because of the range of 
tobacco in a kiln. Although lower flat weights may increase the ~— 
cost of operating the auction exchanges, it may be well worth the 
aaatcronal cost 11 -the reputation -forvconsistency of Veaf"qualtty in 
the unit of sale can be re-established for Ontario flue-cured 


tobacco. 


With the adoption of a free auction and the removal of 
price pressure from grading, it would appear that significant 
economies should result in both receiving and grading operations. 
Despite the changes, inspection of grading by government employees 
has continued and with the possibility of government stabilization 
measures being required for the present or future auctions, it is 
im the interest of all concerned that such inspection be retained. 
However, the grading of tobacco, unlike food products, does not 
really afford any protection for the consumer. Government grade 
inspection has largely been a convenience for the industry, 
although the taxpayer has borne the cost. The Committee considers 
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that the costs of grade inspection will diminish because fewer 
personnel are required under the flat system of grading but that in 
any circumstances the Board should reimburse the government for costs 
incurred in grade inspection. 


Important changes have been made in the auction system for 
the 1963 market which have an important bearing upon the adequacy of 
the exchange facilities and the flow of tobacco through the auction. 
In the past the Board has considered expansion of the exchanges to 
relieve certain physical problems, but the Committee believes that 
the problems should be reappraised in the light of changes in the 
system. Further, the Committee recommends that such reappraisal be 
made by an independent organization well qualified in the techniques 
of materials handling and the laying-out of facilities. 


The smooth conduct of the auctions is essential to the 
success of the marketing of each, year)! si;crops ‘Inethis connection 
agreement on matters of mutual concern to growers and buyers should 
be reached and the applicable policies, procedures and practices 
determined and announced well before commencement of the auctions. 
In past years this has not been the case and the result has been 
delay in opening of the market and periodic suspensions of it. 
Further, the permanent staff of the Board has been subjected to 
needless confusion and pressure which could only serve to impair 
their effectiveness. This has been compounded by the intervention 
of members of the Board into the daily conduct of the auctions. which 
at times has resulted in the undermining of the authority delegated 
to exchange management. 


In summary, the Committee believes that improved planning 
and execution of the auctions would make a positive contribution to 
the orderly marketing of flue-cured tobacco leaf in Ontario. 
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Section 5 
ORGANIZATION FOR MARKETING 


Introduction 


Particulars of the organization of the Ontario flue-cured 
tobacco industry in its early years are. set. out in Section: 1 .- 
Background of the Industry. Section 1 also sets forth some parti- 
culars of The Ontario Flue-Cured Tobacco Growers! Marketing Board 
and the legislative authority under which it functions. This section 
will consider in more detail the organizational structure of the 
Board which came into being in 1957. 


Members of the Board, Method of Election 

and Term of Office 

Since its inception, the Board has consisted of 15 members, 

14 of .whom.are elected annually by producers in 14 voting districts 
epeciized by the marketing plan. The fifteenth member, usually a 
sharegrower, is appointed annually by the 14 elected members. A 
member of the Board must be engaged in the production of tobacco in 
the district from which he is elected. 


As provided under the plan, a committee of four producers 
is elected annually in each district. The principal purpose of these 
district committees appears to be to serve as a communication link 
between the Board and producers. However, when the tobacco marketing 
plan was initiated, it provided that five committee men would be 
elected from each district to serve on a calendar year basis. Each 
district committee would then elect one of its number to serve as 
the Board member for the year. During the first year of the Board's 
existence, the term of office was changed, with elections to take 
place before,May Slist. and the annual term of office to run: from 
July 15th. After two years in which Board members: were elected by 
district committees, the plan was changed so that producers in each 
district directly elect their Board member and separately elect four 
other producers to their district committee. 


District elections are held in April or May of each year 
under the supervision of provincial agricultural representatives. 
Nominations and elections take place at the same meeting and voting 
is by secret ballot. In most districts less than 50% of eligible 
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producers cast votes. This has been attributed in part to apathy and 
in part to the distance some producers must travel to attend their 
district election meeting. In this connection a number of producer 
briefs submitted to the Committee called for separating nominations 
irom elecudons ‘arias 7o0r® balloving* by mail “or at polling stations that 
woul cde De Open" al 'l+"day . 


Continuity of Board Membership 


Since the inception of the Board 44 persons have served 
as Board members and, having regard for deaths and resignations while 
in office, a reasonable degree of continuity appears to have been 
maintained. Before 1962 only five sitting members had been defeated 
in bids for re-election. However, in 1962 six members were defeated 
and in 1963 five failed to be re-elected. The heaviest turnover of 
Board members occurred in 1962 when, in addition to the six members 
defeated in elections, one of the 1961 members died before completion 
Or iis fepmeor olfice and two chose not toustand for office, including 
the appointed sharegrower representative. Of the nine new members 
elected in 1962, however, three had formerly been Board members for 
at least two years. While the actions of the Board, particularly in 
recent years, have been subjected to considerable producer criticism, 
this has not been generally reflected in election results. except in 
the past two years. On the other hand, continuity of membership may 
indicate that Board members have acted more in the interests of their 
districts than in the best interests of all producers and the industry. 


Despite the Continuity of ~Board membership in most years, 
one unfortunate drawback to the existing electoral system and term of 
office is the fact that production quotas have been established by 
the outgoing Board in one year while the incoming Board has had the 
responsibility of establishing minimum prices and marketing the 
resulting produceion., Tnus responsibility for a given tobacco cycle 
is divided between two Boards, and, particularly in a year when Board 
member turnover is high, the incoming Board may be forced to carry 
out ‘policies with which they do not concur or may be unable to carry 
Che production-pricing stracvecy of the ocuteoing Board to a logical 
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Chairman and Vice-Chairman 


Each year the members of the Board elect a chairman and a 
vice-chairman from among their numbers. The chairman is charged 
with the general supervision of the business and affairs of the 
Board and, in addition, presides at all meetings of the Board and at 
any general meetings of producers, He is also a member of all 
committees of the Board and in practice serves as the general manager 
Snetde  Jocteey ut the achomrman 1S ebsentu Or gunable to act the vice= 
chairman serves in his place. 


Simicezuhermimcept ion of ithe eBoard Bvhrectpersons (nave served 
as chairman... The first two chairmen served for,consecutive two-year 
Der cdenendmesach was mominated*fon,ibut wasmot veléetedeto, a third 
Veter Clb ce.” srie present Chaimpan Sete rene course .Of Serving 
hic thimadeverm of office. 


Remuneration of Board Members 


Board members other than the chairman have received fees 
for their services of $25 per day, or $15 per half-day, in respect 
of regular and special Board meetings and committee and district 
meetings attended. The chairman, who must devote a substantial 
Darulon hie titieito Board. affainsyehieas beeripald rarperediem allowance 
which aggregates $7,800 per year. The chairman and board members 
have been reimbursed for expenses incurred while engaged on Board 


matters. 


Fees paid to the 15 Board members amounted to $36,900 in 
the 1963 fiscal year, $34,600 in 1962 and $22,500 in 1961. Expenses 
paid to the Board members aggregated O'5,200 “in “the 1965 Pisecel year, 
plo, 200 1 1962 and or2,500 in Irgeis 


DPStrict committee men have received allowances of $10 per 
district meeting attended up to a maximum of $40 per year. They 
have also been reimbursed for expenses incurred while on Board 
business. Allowances and expenses of committee men aggregated 
62-100) ine diees, $5,000 an 1962, and. $2,800 in 1961. 
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Functions of the Board 


The principal functions of the Board have been considered 
in appropriate “sections “ofthis “report. ~ “iIn™gerneral, “these “runctLors 
have included the following: 

(a) controlling the right to produce tobacco for sale 
within Ontario by the allotment of basic marketable 
acreage upon which tobacco may be grown and 


establishing and enforcing annual quotas for the 
produc vio0n Of "topacco; 


(bo) establishing annual minimum prices by grade of tobacco; 


(c) controlling the sale of tobacco through auction 
exehangzess including scheduling of tobacco to the 
excnanees, reading tobacco Lor sale, conducting the 
auction andycollecting’ and disbursing proceeds of 
sales; 


(d) administering the financing, processing and storage of 
TOovacco, Offered but not sold at auction, and 
DrOomOulie une sale Of COvacco In tne export Marke. 
in carryine out Its functions, he Board nas exercised 

iGe eauvhora ty wehrough public™meetings of its members. It has made 
use of committees of its members to consider and advise upon matters 
concerning its affairs and has employed a staff of permanent 
employees to implement its directives. 


Board Meetings 


Meetings of the Board are held to discuss general problems, 
to consider anc, establish courses of action, to consider committee 
recommendations and to review committee actions. These meetings are 
open to the general public and to the press, presumably because the 
Board feels that producers must be immediately and fully informed of 
the ‘Board's ‘policies and” actions.” However, the present chairman nas 
publicly stated tnat the Board ‘coulda conduct its Dusiness to better 
advenvare "1 Meetvings were Neld I privatewand press releases Tsecued 


to keep producers “and the general public informed. 


The conduct of Board meetings and the actions of individual 
Board members have been subjected to considerable criticism. Board 
meetings have been referred to as "a playground for the press and a 


training ground for politicians". Allegations have been made 
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against individual members charging political opportunism, area 
factionalism, procrastination .and.obstructionism.. While it..is.not 
uncommon for elected bodies to be subjected to severe and continuing 
Cri ciciem,. (Re. invens ty <O!. teat. direeved at the Board in recent 
years does indicate producers! dissatisfaction with it. Elsewhere 
in this report some examples of the Board's approach to its problems 
are presented, e.g. the Board's exercise in establishing the 1962 
production quota is described in Section 2. On the other hand, the 
Board has achieved many worthwhile objectives, such as construction 
of exchanges, establishment of the auction system, development of a 
grading system and many others. 


Board Committees 


Approximately 30 Board meetings have been held each year. 
The Board has made increasing use of 'Committee of the Whole' 
meetings to discuss sensitive matters in private. In addition the 
Board has made extensive use of other committees to consider and 
advise upon various aspects of grower affairs. All Board. members 
sit on one or more committees, most of which have comprised five 
members. The Board chairman serves on all committees and members 
of the permanent staff act as committee secretaries. From year to 
year new committees have been formed and old committees dispensed 
with or merged, in keeping with prevailing circumstances. In 
addition, from time to time committees have been set up to deal 
Withrepeciiic Mavcers. Generally, ech year there have been elehe 
to ten committees and over 100 committee meetings. 


No specific written terms of reference setting forth the 
responsibilities and authorities of the various committees have been 
prepared. However, it would appear that the permanent staff of the 
Board could more economically and efficiently deal with much of the 
detail work undertaken by some of the committees, provided that the 
broad policies of the Board were clearly laid down and effective 
direction was given. 
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Permanent Staff 


The Board has engaged a permanent staff to carry out its 
day to day operations. The allocation of duties to principal 
permanent employees is outlined hereunder. 


The secretary of the Board is responsible for the conduct 
of the .corporave secretarial saftairs of jthe Board. In this 
connection he prepares agendas and keeps Board minutes, conducts 
Board correspondence and prepares regulations, by-laws, directives 
and orders. He is also responsible for public relations, market 
research and export promotion. 


The assistant-secretary has been delegated the responsi- 
bility for acreage and farm records, crop measurement and grading, 
ordering-in, and assisting in price determination. While the 
secretary is charged with the general responsibility for this work, 
in practice the assistant-secretary reports directly to the chairman 
and works directly with related Board committees. 


The treasurer of the Board is responsible for the conduct 
of the treasury, accounting, systems and procedures and data 
processing activities of the Board. In connection with his function, 
the treasurer prepares monthly operating statements as well as 
various market statistics for the Board. The reporting system has 
not. incorporabedwthe use of sbudgets),. 


The directwon of flcid and-auction exchange ‘activities 1s 
the responsibility of the operations manager. These activities 
include acreage measurement, crop grading and inspection, stripping 
checks, receiving, grading and displaying tobacco at the exchanges, 
operation of exchange offices and clock rooms, and maintenance or 
exchange buildings and equipment. The field and exchange activities 
are supervised by three area managers, each of whom is responsible 
to the operations manager for a designated auction exchange and 
geographic area. Each area manager is aided by an assistant manager. 


Senior permanent staff members - the secretary, treasurer 
and operations manager - are responsible to the chairman. The 
effectiveness of the chairman in directing and co-ordinating the 
activities “of this stafr is governed by the capabilities’ of ‘the 
individual and the complexity of current problems. It should also be 
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remembered that the chairman has extensive responsibilities concerning 
policy determination and external relations, is subject to annual 
election and in all likelihood is not an experienced administrator of 
important affairs such as those of the Board. 


It would appear that in some areas employees of the Board 
have not been given timely policy direction and that there has been 
some interference by Board members in routine affairs which could 
well be carried out by the employees. It also appears that the 
Giscussion of Board affairs in general and committee meetings is 
often repetitious and inconclusive. These situations tend to give 
rise to frustrating delays and inefficiencies in the administration 
of Board operations. 


Buyer Organization and Relations 


There has been no indication to the Committee that a formal 
organization of buyers has ever existed. However because of their 
small number, lack of an organization or formal agreement would not 
necessarily hamper the co-ordinated activities of buyers as a group. 
Nonetheless, one buyer did indicate that anti-combine legislation 
deterred the formation of a buyer organization. 


Since the inception of the Board, buyers and the Board 
have held a number of joint meetings to discuss various matters 
concerning the industry. Particularly in recent years, it would 
appear that such meetings generally have been: unsuccessful, in part 
because of the relatively large number of participants and in part 
because of individual hostility. As a result relations between 
buyers and growers have suffered. 


In the summer of 1963, an advisory committee was formed 
consisting of three representatives of the buying companies, three 
representatives of the Board and, as chairman, the chairman of 
The Farm Products Marketing Board. While this committee has no 
authority, it has proven to have influence. Both buyer and Board 
members of the committee have indicated that they have been able to 
discuss constructively matters of mutual concern and have made 
recommendations which have been implemented. Both groups have 


expressed. satisfaction over this arrangement and it would appear to 


a. 
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the Inquiry Committee that important progress has been made in 
establishing industry co-operation. 


Conclusions and Recommendations 


Tne posivgion of the individual tobacco grower is relatively 
weak as compared with that of the buyer of his product because there 
are a large number of small producers dealing with a small number of 
buyers. There has been, and unquestionably will continue to be, a 
need for an association of tobacco growers to provide a powerful 
voice for individual producers. In the last six years, the Board 
Neasworoviced this voree and in the process Nas peen sub jected to 
widespread criticism. Considerable criticism has come from growers 
themselves although the members of the Board have been elected by the 
growers. It also appears that many of the growers have been ready to 
take advantage of any loophole left by the Board in its attempts to 
administer production control and marketing of tobacco. 


Although-the: choice belongs-to the»ma jority,.of.growers, 
the Committee believes that it is in the growers' best interests to 
be organized under statutory authority. Public policy as evidenced 
by legislatlon supports such organization, and in this connection the 
agricultural marketing plans set up under The Farm Products Marketing 
Act have been generally successful and useful to the individual 
BroGucer (huss tae, COmmiyLec conc udes Thal The Ontarlogoriuc-Cured 
Tobacco Growers! Marketing Board should remain as the controlling 
body for the marketing of flue-cured tobacco under the authority of 
The Farm Products Marketing Board. 


This report sets out in some detail the basic problems of 
the growers and recommendations for generally improving and expanding 
the flue-cured tobacco industry. The Committee considers that the 
powers delegated to the Tobacco Board should be tailored to implement 
these recommendations and that the organization of the Board should 
be modified inutne Light of the resulting functions,, These functions 
eoncern the orderly marketing of tobacco for the benefit of the 
growers, the buyers and the public and are summarized briefly as 


follows: 








_ ce: 6s " e nk ne ro at 4: (or 
y i Gane they Ce ig tet 
vlevitsles al Tewotg oonsdos fey 


awe Mig 


‘Stats. sasood (eee ast ‘to, 73 


ont “ besyoals mood eved trs0d orld. a agent m exis veneers 
og marae Heed oved rs oda to | nem ae 


90 onadot 10 git sexxem bas " tordnoe ‘not Joudorg ode! 


pia 

,erawoty ke yabbnot snr adds: od) ak tad ootona. edd Aguodtta 
Ot etpavedcnh deed ‘anowoyy end of wt ak: Seas aavelled. 209 stom0d , 
bsanshive es yohlog offded wiinodiue: Wiosutate, soe bps besiasetg, 
eis moktosmniod elit at bas noldesinggn rove ednogaue notteLletaes 
gnlseatan edoubout mast eal tehaw au dee ensiq. aqtvextem chiemacot: 
feubivibat eds of iviteen brs Listgeesoue Xiisrensa, 199d. evad 5 9) 
betwl-outh ofteaino off gard ssbuLonos eoddtmmod edt aunt ; 
ant floutnos Sit as kame bivgede basod grt dexsM ced 

to .vitrodsue edt ebay onsadod betwe-sult to git terran edt 10% 


. busod att teneM asoubord meh 2 


to ameldoxuy ofead eid Lhatop ‘omos ms 310" atee ta0gex glint). " muh 
artoasgxs bas gatvoiugml yllsieneg tot enottabsommove' bre aTeWworg | wae 
eit dads arebLene  sesddtmmod. ont | witeubent oon8dad, bewwo-aurt 
ixensiqml oF beiolisd ed blueda, bis0d, ogosdeR,, ent, ot botageted. B19MOq 
bluede buses eAz to aobtss + NSATO.. edd sadg ‘bas. enol jsbrammoost 989 
snottonwt esactT BOL toms pol tiugen ond to deigtl ont nt bol libom 9d 
edt lo JLtensd et 10% ososdod. to gat soxtan YitebI0, edd m9 nseonoe 
as ylteiad bax ltammye 21S bas, p RE, edz. be Pais a edt .ats 


mya. Pao ee Apel 


fawollo® | 
We 8 ae ep Tey iain as . 


























79 eat / re sh gd % ye wither ru Wa 


(a) the orderly withdrawal of production controls; 


(b) the providing of equal opportunity to all growers to 
market their crops; 


(c) the efficient management of auction exchanges and the 
erderly conduct ofthe auctions; 


(d) the preparation and dissemination to growers of 
reliable market information, cultural practices 
adviee.and.othersmatters of concern or benefit to 
growers and the providing of specific advice as 
requesced: 


(e) the participation with governments in research and 
special studies relative to farm practices and costs; 


(f) the continuing review of the domestic and foreign 
tobacco situations, .including competitor activities, 
trends and market opportunities; 


(g) the grading of tobacco offered for sale; 


(h) liaison and co-operation with buyers and Canadian 
manufacturers in matters of mutual concern such as 
terms and conditions of sale, market requirements 
and development, auction procedures and grievances; 


(1) liaison and co-operation with government in such 
matters as export promotion and price stabilization. 

In order that the Board may maintain the support of the 
producer, it is essential to have active, enlightened members who 
are dedicated to the promotion of the producers! best interests. 
Thus, the Board must be an independent organization. On the other 
hand, the Board has been granted wide powers for compulsory 
marketing of tobacco under the provisions of The Farm Products 
Marketing Act, and The Farm Products Marketing Board is charged 
with the responsibility of seeing that the marketing scheme is 
properly carried out on behalf of the Government of Ontario which 
is directly responsible for the controlling legislation. 


It is obvious that this over-all arrangement for marketing 
calls for a very delicate balance in order to avoid frustrating 
control by The Farm Products Marketing Board or undesirable action 
by the Tobacco Marketing Board. It is the Committee's understanding 
that, in general, this balance has been achieved for other marketing 
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5-10 
plans through mutual co-operation between The Farm Products Marketing 
Board and the various local marketing boards. However, in a matter 
this important, we do not believe that the area of co-ordination, 
communication and control should be left undefined because it is 
quite possible that situations will arise where there is lack of 
co-operation or communication between The Farm Products Marketing 
Board and the Tobacco Board. 


The Farm Products Marketing Act contains adequate provisions 
for The Farm Products Marketing Board to take any action it may deem 
necessary to protect the interests of ’a producer’ group. However, 
during the ‘production: control withdrawal period and until the Board 
has established a sound record in dealing with its affairs, the 
Committee concludes that a senior member of The Farm Products 
Marketing Board should be appointed as a non-voting member of the 
Tobacco Board. This member should be entitled to attend all members' 
meetings and be available to advise the Board. As a non-voting 
member he could not. directly influence any action the Board might 
take and thus_it would retain its independence. On the other hand, 
at the Board idecided to initiate action which was directly contrary 
to the general policy of The Farm Products Marketing Board or might 
jeopardize the overall marketing scheme, this non-voting member 
would report to The Farm Products Marketing Board which could then 
take direct corrective action under the provisions of The Farm 
Products Marketing Act. 


The Committee believes that the effectiveness of the 
Board has been impaired through the opening of its. meetings to the 
public. It concludes that Board meetings should be held in private 
with press releases or information bulletins issued to inform 
growers, and the interested public of its decisions. In the view of 
this Committee, the presence of The Farm Products Marketing Board 
observer should be sufficient. protection, if any protection is 
necessary, for the growers. 


In considering the procedures for the nomination and 
election of Board and district committee members, the Committee is 
of the opinion that the receiving of nominations and the holding of 
elections at the same meeting under the scrutiny of a provincial 
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agricultural representative has been economical and has provided 
adequate electoral safeguards. However, such meetings do not 
necessarily permit ample time for the voter to consider the merits 
of candidaves wio may Dé Virtually unknown to him. Accordingly, the 
Committee recommends that nominations should be presented in writing 
to the secretary of the Board at least two weeks before the 
scheduled date of the district meeting and that eligible voters be 
informed at least one week prior to the meeting, of candidates 
standing for election. In all cases nomination papers should 
include consent ofthe nominee ‘to stand for election. The Committee 
feels that Board members should continue to be elected annually. 


It has been widely suggested that the number of Board 
members be reduced. While the Committee finds some merit in such 
proposals it considers that insofar as is practicable, representation 
of growers should”be geographic in proportion to their numbers in 
each area. Significant reduction in the number of Board members 
would not be consistent with this belief. 


The Committee concludes that Board members should not 
participate in day-to-day operations. It believes that the role of 
“Board members is analogous to that of directors of other large 
business corporations. As such they should be responsible for 
determining policies and objectives and seeing that these are 
carried out by. the permanent staff. They should also be responsible 
for keeping a proper balance among the interests of growers, 


employees, buyers and the public. 


In this connection, the Committee recommends that an 
Executive Committee of three Board members, including the chairman, 
the vice-chairman and one other, should be established to serve as 
the link between the Board and the permanent staff. Further, the 
Committee recommends that a skilled administrator should be retained 
as a general manager to put into effect the policies of the Board 
ang to direc, and co-ordinate the aetivities of the Board's staff, 
The. general manager should derive his responsibility and authority 
from the Executive Committee and should be fully accountable to it. 
ExXisving starr and others engaged Tor the purpose of executing. the 
functions of the Board should all be responsible to the general 


manager. 
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The Committee is convinced that improved buyer-grower 
relations are essential to the stability and prosperity of the 
4ndustry . «<The recent establishment of the tobacco advisory 
committee has been a positive step in this direction. However, this 
has been a voluntary committee and this Inquiry Committee believes 
that statutory provision for the advisory group should be included 
4n the tobacco marketing plan. In this regard the Committee believes 
that the purpose, method of appointment, composition and functions oF 
the advisory committee should be delineated. 


The advisory committee should comprise a small number of 
grower, buyer, Canadian manufacturer and Ontario government 
representatives. In broad terms its purpose should be considering 
and making recommendations on matters affecting buyers, manufacturers 
and growers, which, among other things, may include conditions oyna 
sale, industry requirements, export promotion, auction procedures 
and research. The committee should promote common understanding 
and co-operation and should provide a forum for the rational 
consideration of grievances, innovations eve. It should alco be 
the vehicle through which the industry eould maintain end encourage 
liaison and co-operation with federal government trade and commerce 


and agriculture officials. 


Provincial government representation on the advisory 
committee is essential. Unquestionably, it would be desirable that 
grower and buyer representatives achieve reconciliation of points 
of view and mutual agreement. However, $e 16 likely that indepen- 
dent conciliation would be necessary from time to time. Hence 
government representation must be capable of accomplishing this as 
well as providing balance and serving as a monivor on behalf of the 


public. 


As indicated earlier, there has been no formal organization 
Of DUuyers and 2m many respects, their small number obviates the need 
for such an organization. Nonetheless, the Committee feels that 
provision should be made in the tobacco marketing plan for compulsory 
membership of all licensed buyers in a formal association. With 
statutory provision, there can be no basic objection to such 


association under anti-combine legislation. The principal purpose, 
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however, would be to fix collective responsibility for the 
- appointment of buyer representatives to the advisory committee and 
for the dissemination of recommendations of this committee. 
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Section 6 


FLUE-CURED TOBACCO FARMING 


Introduction 


The produevion of flue-cured tobacco in Ontario is a 
specialized pursuit, requiring the successful tobacco farmer to be 
exacting in the land, equipment and supplies he uses and in the 
timing and performance of his operations. While the necessary 
knowledge and skill can be acquired rapidly, experience, adapt- 
ability and care are essential to the production of good quality 


tobacco. 


Heavy capital investment in land, buildings and equipment 
as well as high current operating costs are features of flue-cured 
tobacco production. Thus efficient farm operation and quality 
production are prerequisites to industry profitability and are of 
paramount importance in the face of increasing and intense compe- 
tition in world markets. 


In earlier sections of this report the broad effects of 
such matters as production control, pricing and grading upon farm 
practices and related production costs and qualities are considered. 
More detailed consideration of farm practices and other factors 
affecting them are set out in this section. 


Size of Farms 


The acreage control program of the Board (and of the 
predecessor Association) has influenced the size of farms and their 
location. The system of basic acreage has placed an upper limit on 
the area a grower could plant on his existing farm and restrictions 
on entry into production have generally limited bringing new farms 
into production. While to some extent growers have been able to 
expand their operations by acquiring other farms with acreage rights, 
generally they have had no flexibility in developing optimum-sized 
producing units or in attempting to exploit economies in scale of 


operations. 
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The following table taken from records of the Board shows 
how the number of basic marketable acres is distributed among 
Ontario flue-cured farms. 


Basic 
marketable acres No. of farms 

Under 5 on 
5-10 162 
10-15 raat 
15-20 399 
20-25 483 
29-30 526 
30-35 640 
35-40 628 
40-45 576 
45-50 5a8 
50-55 Jigs ih 
55-60 OS 
60-65 84 
65-70 40 
70-75 26 
75-80 ee 
80-85 2 
85-90 10 
90-95 fi 
95-100 5 
100-105 2 
105-115 Z 
Over 160 aD 


Total 4,513 


The average basic acreage of Ontario flue-cured farms is 
33.76 acres although the average acreage that “could be planted, 
contingent upon the acreage quota, has varied in recent years from 
about’ 2S" acres to about SO acres. By way of comparison, the average 
U. S. flue-cured allotment is about 3 acres whereas in Rhodesia the 
average flue-cured grower produces tobacco on about 65 acres. 


The average basic acreage of Ontario farms reflects the 
registration of farms with The Ontario Flue-Cured Tobacco Growers' 
Marketing Board and does not present a true picture of holdings. For 
example, there are approximately 500 growers registered as the owner 
of two or more farms, and on this basis alone, average basic acreage 
per farm owner is approximately 40 acres. Moreover, there are many 
anomalies in registration (such as one farm registered under a man's 
name and another under his and his wife's name) which would indicate 
that the number of owners is considerably less than the number of 


farms and average basic acreage per owner is more than 40 acres. 
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Location of Farms, Climate and Soil 


Rarliier reference was made in’ this report to the concen- 
tration of tobacco farms in Norfolk and adjacent counties. While 
methods now available permit successful flue-cured tobacco production 
under the climatic conditions experienced in most of Southern 
Ontario, the restrictions on entry into production have limited 


expansion’ into other areas. 


Frost hazards, low temperature effects at the beginning 
and end of the growing season, rainfall and humidity have been 
limiting factors both in. the location of farms and-in the production 
practices followed. However, varieties have been introduced and 
production practices developed which encourage rapid development 
and maturity of the crop while dependence on rainfall has been 
reduced by the adoption of irrigation. 


The mature Of the soi ‘has an important bearing ‘on™ the 
tobacco produced and hence, upon the, location.of; farms... Among the 
features considered desirable are excellent internal and surface 
drainage and aeration, low erosion and freedom from stoniness. 
Climate and soil characteristics and related production capabilities 
are considered in more detail in the following section of this 


report. 


The Cultivation of Tobacco 


Flue-cured tobacco is grown under a crop rotation system 
where fall rye and occasionally wheat are planted in alternate 
seasons.* This System has been developed in order to replenish soil 
organic matter, protect against erosion and control soil-borne 
diseases.” The rye is seeded following completion’ of the tobacco 
harvest and permitted to grow during the following summer. On 
maturity the rye grain is either harvested by combine and the straw 
disked™intvo the soil cr the entire crop is disked in. A new fall 
erop them provides a heavy artvermath. “In the early spring this 
Crop 16 ploughed tinder Well in advance of “the planting of tobacco. 
Reference to the depth of top soil and freedom from erosion on 
Ontawetospobacco, Sols bismmadecinyseetion 7 oof thissreporty The 
Committee regards as highly significant the improvement in product- 
bvitycanddsaabibicy ofotheseesoils sinecenthe introduction of flue- 


cured tobacco production. 
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Tobacco plants are started in the early spring from seed 
sown in partially sterilized seedbeds in unheated greenhouses. (One 
hundred square feet of seedbed per acre of crop should ensure ample 
seedlings). Healthy, vigorous seedlings are essential for, the 
production of high yielding, early maturing crops of uniform quality 
leaf and hence the preparation and management of seedbeds is of 
great importance and has been the subject of considerable govern- 
mental research and extension work. Normally a thin layer of muck 
soil is spread on the seedbed which is then partially sterilized by 
steaming, although recently the use of chemical sterilants has 
increased with probably 20% of growers taking advantage of the 
reduced cost and ease of application. Fertilizer and the tiny 
tobacco seeds (300,000 per ounce) are then distributed uniformly 
over the seedbed, followed by timely watering, additional fertil- 
izing and ventilating as well as by spraying or dusting for disease 
eontrol™ 


When the risk of late frost has abated, the tobacco 
seedlings are pulled from the seedbeds for transplanting in 
prepared fields. Normally transplanting takes place during a period 
of about two weeks centred around June 1, when the seedlings are 
about six inches high. The period of transplanting is important in 
that either early or late planting increases the risk of frost 
damage or unfavourable weather which may result in uneven stands, 
variable maturity and losses in quality and yield. 


Transplanting is generally accomplished with a tractor- 
drawn transplanting machine. The machine opens a furrow, dumps a 
measured quantity of water and draws the soil about the roots of 
the plants as they are placed and held in position by two workmen 
called 'setters' who ride on seats on the transplanter. At the 
same time, fertilizer distributors on the transplanter apply two 
continuous bands about four inches from the. row of seedlings and 
three or four inches deep. Later seedlings which have failed to 
take root or which appear weak are replaced in a hand operation. 


Recommendations for spacing of plants in the row and the 
width between rows have been made by federal officials at the 
Experimental Farm in Delhi. Fertilizer recommendations are available 


on an individual basis from extension personnel of the Ontario 
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Department of Agriculture. The recommendations are based on free 
soil tests provided for growers and analysis of cropping history 
and related research data. A tobacco committee of the Ontario 
Fertilizer Advisory Board, comprised of federal and provincial 
agricultural specialists and a representative of the fertilizer 
trade, reviews research data and makes recommendations concerning 
the registration of mixtures for manufacture in Ontario, the sources 
of ingredients and the ratios in which they are included in mixtures. 


An unfortunate consequence of the recent severe acreage 
cuts has been that such recommendations are sometimes ignored by 
growers in their efforts to maximize their yields. There has been 
a tendency to decrease the spacing between plants and rows and to 
OVer=(eCruLriae ds Well as to Over-irrigate, With 4a resulting 
detertforation in quality of production. 


During the growing season the crop demands considerable 
special attention. Cultivation, and hoeing, required to keep the 
SsOll) 100se “and tiie, weeds down, nave Vargely been manual operavions , 
although use is now being made of tractor mounted cultivators that 
straddle the tobacco row and to which suspended hoeing attachments 
may be fitted. Sprinkler irrigation has become general practice on 
rie l12hver Ssoills, weire Spraying CG convrol Insect pests 1s 
necessary and has been complicated by the appearance of Insecticide- 
resistant Or-new Insects “in the tobacco Tields. Further, suscepti- 
De tity off CTopacco leat to nail damage “isS* high, with the result that 
premiums for hail insurance have become a significant production 


MOS. 


When the tobacco plant begins to mature, usually at or 
Delere fiOWeriie,. 2t 16 “LOpped"', Ghat Is the top of the plant is 
broken off. This i8 a manual operation which is performed to 
prevent flowering and by limiting the number of leaves, to permit 
Toose Premaining vo develop and mature savistactorily. Following 
topping, the suckers, or axillary growths must be removed 
periodically to increase the leaf development. Suckering has been 
a vedious and expensive hand operavion, reportedly costing upwards 
of $40 per acre, but made worthwhile by resulting higher yields and 
improved acceptability and value of leaf. 
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The need to sucker during the peak period of harvest and 
the cost involved have provided incentive to develop alternatives to 
hand suckering, most prominent of which is maleic hydrazide 
(commonly called MH30), a growth regulator that suppresses suckers 
but the use of which is objectionable to tobacco manufacturers. The 
MHSO controversy is disctssed latér-in this section. In essence, 
however, its use has been discouraged and growers are turning to 
recently developed oil emulsions which appear to provide fairly good 
control of suckers at about 50% of the cost of hand suckering. 


The Harvesting and Curing of Tobacco 


Harvesting and curing of the crop generally commences in 
early August and continues for about six weeks. Much of the success 
in curing tobacco depends on the leaf being neither too ripe nor too 
green when harvested. Leaves are hand-picked, or 'primed', as they 
ripen progressively from the bottom to the top of the plant. To 
obtain leaf of uniform type and maturity, essential for satisfactory 
curing, each field is primed five or six times at about weekly 


intervals. 


Primers place the leaves in horse-drawn 'boats' which pass 
between the rows of plants. The boats are hauled to the kiln where 
the leaves are removed and tied on four-foot sticks. About 1,200 
Spicks, une. in tiers, are required, to fillja standard kiln and 
generally about one standard kiln is required for every six acres 


to be cured. 


Harvesting requires the greatest labour expenditure of any 
operation in tobacco production. The average requirement appears to 
betuntther ordersof i2sto, 14 man=days per kilneat rates in the area 
of. $15r per day. Some success in»reducing harvest labour, has been 
achieved through the introduction of mechanical tying equipment. It 
is estimated that in 1963 tying machines were used on about 25% of 
thes tobacco farmseand that labour usage was reduced by about three man- 
days per kiln. This would mean that the net saving from harvesting 
BooutL. bO.acres.of Lobacco would cover the initial cost of the 
machine. On the other hand, the introduction of kiln, elevators .in 
the early 1950's, while lightening the task of loading kilns, did 
not generally reduce farm payroll costs and in some instances an 


extra man was added to use the equipment. 
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Curing begins when the kiln is loaded with mature leaves. 
It involves the manipulation of air temperatures and ventilation to 
develop a desirable lemon to orange colour within the leaves and 
then drying the tobacco in such a way that this colour and the leaf 
properties it indicates are preserved. Judgment and regular 
attention are required in the curing operation which takes up to a 
week per kiln. O11 and gas, which have generally replaced wood and 
coal as curing fuel, represent a major cost of production. When 
cured, the brittle leaves are allowed to take up moisture until soft 
enough to be handled without injury. The sticks of cured leaves are 
then taken down and stacked in a pile or so-called 'bulk!' in the 
packbarn. 


Research into curing has been conducted at the Delhi 
Experimental Farm for many years and much useful information has 
been disseminated concerning kiln design and curing practices. [In 
a co-operative venture with the Ontario Research Foundation and 
Imperial Tobacco Company of Canada, Limited, a forced-air curing 
system was developed which permits up to 20% more tobacco to be 
cured in a kiln and also virtually eliminates the considerable fire 
hazards of the conventional flue-curing system. 


More recently, research has been conducted into a signi- 
ficantly different method known as bulk-curing. Under this method 
tobacco leaves are packed tightly in frames, held in place by spikes, 
and cured with a high-capacity forced-air system. Studies over a 
three-year period at Delhi have indicated that the bulk-curing 
method can produce quality comparable to that of conventional 
methods while reducing labour for kiln loading by up to 50%. 

However, density of packing, alignments of leaf in the bulk and 
design features of the curing equipment may have a pronounced effect 
onthe igua hivy tattainedyandsi urther research iis necessary, before the 


system can be recommended. 


Preparacvion. Of Leat for Sate 


“The preperation .ot leaf for delivery touuction,nas.an 
important bearing upon the price it wild. bring, hhence..considenable 
care is required. Next to harvesting, 'stripping', as it is called, 
involves the greatest labour expenditure of any flue-cured production 
operation, gsln the Stripping operation the sticks. of dried..leet are 
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taken from the bulks into a steaming room where the tobacco softens 
in a humid atmosphere. When removed from the steaming room, the 
leaves are taken off the sticks, sorted into uniform lots and baled 
with twine and kraft paper into bales of about 55 1b. in weight. 


Thesorting of» leaf for market, often referred.to as 
grading, involves separation of leaf according voO.plant, position, 
size, colour and texture. It is simplified by the growing Of uniform 
stands of plants on land of uniform type and quality which in turn 
facilitates the uniformity of priming essential to satisfactory 
curing. It is also important that light be provided in the strip 
rooms of similar quality to that used in the auction exchanges where 


tobacco is viewed by buyers. 


Earlier reference has been made in this report GO the 
general dissatisfaction with the quality of barn sorting in recent 
years. This has been attributed to absence of price incentive under 
the minimum price system as well as to certain market conditions. 
There are indications that under the open market system of 1963, the 
general quality of farm sorting has improved. 


Varieties 


Under the regulations of the Canada Seeds Act, seed of 
flue-cured tobacco varieties must be on a prescribed list before it 
may be sold or imported. To be placed on the prescribed. list, any 
variety or strain must be thoroughly tested by the Research Branch 
of the Canada Department of Agriculture at the Delhi Experimental 
Farm. To qualify, a variety must meet the standards of those already 
listed and in addition must possess some predominantly superior 
factor or factors. Moreover, samples of leaf from all promising 
varieties and strains in the Experimental Farm's breeding and 
testing program are submitted to buying companies for evaluation or 
their desirability for domestic and export markets. 


There are eight varieties presently on the prescribed. list: 
Hicks Broadleaf, White Gold, Delcrest, Jamaica Wrapper, Yellow Gold, 
Delhi 61, Jadel and Virginia Gold. Under most conditions in the 
province Hicks Broadleaf, White Gold and Delcrest have been 
recommended for several years and are the most popular varieties in 
use since they produce types of leaf normally wanted for domestic 
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and export purposes. Delcrest, with its high tolerance, is 
particularly recommended for those areas heavily affected by weather 
fleck. 


Not all of the prescribed varieties are recommended for 
general use invOnvariow"™Delni "6l,-*for ‘example, while superior to 
Delcrest in weather fleck tolerance, requires further evaluation. 
Yellow Gold has a high yield potential, is more resistant to black 
rootrot than any other variety, and produces desirable quality under 
good management. However, further research on topping, fertilization 
and spacing of plants must precede recommendation for its general 
use. Under normal conditions, Jamaica Wrapper can be relied upon to 
produce heavy-bodied leaf but it has tendencies to redden and sponge 
easily on curing. Therefore its use is not recommended except on 
medium to light soil and then only with moderate fertilization. 


Seed of prescribed varieties may be sold as either No. 1 
or No. ic°of Canada’ Certified Seed or Canada Seed. Canada Certified 
seed must be produced only by members of the Canadian Seed Growers' 
Association from breeder seed obtained from the Delhi Experimental 
Farm. It must be field inspected, tested, labelled and sealed by 
cne larre Products’ Division, Product Lom vand “Marketing Branch’, 
Canada Department of Agriculture and must meet Association require- 
ments for isolation, varietal purity, yield, quality and freedom 
from disease. Canada Seed of prescribed varieties is not» required 
to meet the rigid standards set for Canada Certified Seed and 
accordingly its use “is less desirable. 


Provision for testing and evaluating varieties and 
regulations covering seed standards and the sale and importation of 
seed of other varieties are in the best interests of the industry. 
mney are cdesiened to assure the availability and reliability of 
Varievies suived to growing conditions as well as “the quality 
Svencerds of domestic and expcrv markets. Despite this, it ‘has 
been indicated that the appearance of off-type leaf at the auctions 
has resulted from the growing of varieties other than those prescribed. 


Some of the off-type leaf is said to be similar to certain 
bien-yieltding Varieties produced in the U.S. which are not 
desirable in Canadian tobacco markets. Incentive to grow such off- 


Sype varieties is only provided if the difference can escape buyers' 


















ye a i 
aaa e i “ eit) : 
ss, ie A ib bes) ; 
rat ay 
ri .o 


oate of Ynatanted Saon Rt 1 ceo a v dete 
13bnw Ytileup elidsutwab: asguborg, bas. Welter TeLide 
nolveet fede? aatee fo) seulnincaadibasincniay ictal 


Ape peianriatii ed anebom sid ke ns see paws toa “SaoeE, ot 


I lou teritis es pide ad tei estdetaav bedireet¢ to bese 
_DeETII7189 sbansd ‘bese shsrtsd 10 Boot lelind-siaictgh share bo s. i a 


ai 


fadtnent lect tdled ody stort wownende besa eae labie: mon? 10} LoOa8 
yd Delsee bie beliedsl  fetact ,betosqaent - biol od teum IT — 
Moneta gattexre bis mattouboet ftolatvid atoubod dietd sdd 

“9 fupet nottsloceasa toon t4éum bas’ etwdiuorgA 20° Soomsasqed | | 389 
mobsenl One yviieup biely) tb lstolhitav olts lost 10? atnem | 
shat tom et aotveraev swat ‘to Bene ebansd perianeses ; ; 


bis eels slisv gatiauleve bas ghia bad 0%. notelvord 9 

to ec ioleocs bas sige ont bre | abuabrus te base galrevos ‘enotdetogon 

sJeubAl eft to evestsint daod’ edig mi ob nattetisy tendo ‘to hese a 

to vtitidstios DAS Uiilidsliave. ai? ‘eyeBe ot benstaeb cory tout 

Yiilsup edt 28 {lew BS anold tbe aniworg oF bes ive- gotsstusy — 

esd tf. .atdt.od¢iqeaed adeltam dioaKs bas oltesinob to’ abrpbnste 

enoltovs sat 3s tsel sqed- Tier tod eons1s9qae ‘ont: tadd: bedsotbat aged 

.bsdiysse1q osodt neat rortto Beltelisy ‘to aniwors: ent mort, stearate aod 

atstres of welimte ed od bise at IseL eaqyd-tt0 bar elt ome. “ ae 
jon 918 dotdw 6 .U sft af beouborg. | poidoruay inna 1f zs! 

-tio dove Wola OF vidas nt. ad oalisin 990 3403 eng : | 3 rape as: mh 


a ae 







A rT 
7 


ee Pe ee, ae ee eee | a eee een oe “sry as. ys 7 


6-10 


Notice Sv auctroncor™ ifthe leat can be classified in a grade under 
a price support program for no-sale tobacco. In either circumstance 
the quantity production increase must compensate for possible lower 
prices: 


In the Committee's view, the smuggling of tobacco seed is 
aqifficuit to prevent.’ Some deterrent “might come through action 
taken when irregularities in varieties are detected either while the 
crop i8 growing or during” examination of cured leaf prior’ to auction. 
In this connection the Committee was informed that in the U. S. 
virtual removal of price supports from leaf identified as off-type 
has effectively eliminated the growing of off-type varieties. 


Tobacco leaves are extremely sensitive to environmental 
conditions encountered during growing, curing and handling. Thus 
there are many causes of undesirable quality besides varietal 
unsuitability and sometimes the cause may be complex and impossible 
TO, DOs vively Loentily. “From the puyer"s standpoint, it, is tikely 
immaterial what caused the unacceptable leaf provided he can examine 
Lt ana O10 On Or reject Lt at writ. Tt follows that in the -apsence 
of minimumigrade’ priceswandesupportomeasures, forphunsold! tobacco; no 
grower will knowingly plant a variety recognized as unsuitable for 
the market. 


The Maleic Hydrazide (MH350) Issue 


As mentioned earlier sucker growth on flue-cured tobacco 
Dilantes is, detrimental to. the yielo and the quality, cf Jeaf. Because 
removal of suckers by hand is a laborious and expensive operation, 
alternative methods of suppression have been sought. One such 
alternative has been the spray application of maleic hydrazide (MH30) 
a growth regulating chemical used for various purposes in other 
aericultural production. Its use provided @ood. control of suckers 
at considerable saving of labour over the manual method. 


The effects of MH30 on cured tobacco were subjected to 
intensive field and laboratory investigation by the Departments of 
Agriculture in Canada and the United States and by tobacco manu- 
facturers in Canada, the United States and the United Kingdom. 
Findings generally concurred that significant changes in the chemical 
composition and physical characteristics of leaf result from MH30 
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Preetmenu. sl Nece changes nave: tne elfect of lowering the fi] ling 
power and downgrading certain chemical properties important to 
flavour and smoking qualities. 


Filling power is-of particular importance to United 

Kingdom eigarette manufacturers. Tobacco taxes in the U. K. amount 
to about $10 per lb. and are levied in the form of duty when leaf is 
taken from bond for manufacture. Hence tobacco entering manufacture 
Nas ayvalue. per. bb. comparable with silver. <With fiddling power 
reductions of from 5% to 10% attributed to MH30, the use of treated 
teat bas the same et fect .agean increase of from.50¢ to $1 per 1b. 

in tobacco costs. Accordingly, United Kingdom manufacturers seek 


sources of leaf known to be free of MH30. 


In the past buyers have repeatedly told growers that they 
wanted to buy only tobacco free of MH30 and that manufacturers did 
not want treated leaf. Buyers also made these assertions to this 
Inquiry Committee as did the Tobacco Advisory Committee of the United 
Kingdom which expressed alarm at the possibility of relaxation in 
Pegulaclons Which would facilitate ume use of MH3S0 by Ontario tobacco 
farmers. It WaS indicated that any such step could only lessen the 
U. KA. Incerest in the Ontario crop. 


IDewts Litst. UNnowveotono! soperabion, joy. and. Lobe. Tie 
Ontario Flue-Cured Tobacco Growers! Marketing Board did not take any 
stand on MH30. A survey taken by the Board in 1958 indicated that at 
least 80% of all growers treated their tobacco with the chemical. 


i USO eM bneeRoard. undertook. TO Jnspectyal) plcbacco sin. the 
field for symptoms indicating that MHS0O or similar chemical had been 
applied. . A producer could refuse to have Wiswcrop inspected wout by 
SO doing, would preclude .the possibilityvof selling at as. untreated 
leaf. This action arose out of a meeting called by the Board to 
discuss MH350 with representatives of tobacco buying companies, the 
Canadian and Ontario Departments of Agriculture and manufacturers of 
Che wcnemiea!.. Mra circular levreradated Jury 24, [1959 Une Board 
explained to growers the background, reasons and procedure to be 
followed. This letter contained the following references to state- 


MernUcs vy *BOard Chairmen regarding Use of the (chemical: 
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"You may recall that when Mr. Gray returned from a 
three-week tour in Great Britain and Europe last 
fall, he reported that of all the buyers he’ met 
overseas, there were none that wanted MH30 
treated tobacco. " 


Ws eeeee-,Mr. Smith, Chairman of the meeting, explained 
that as long as the buyers want tobacco that hasn't 
been treated with MH30, and since we need to expand 
our export sales, we have no other course when 
offering our tobacco for sale than to mark the 
tobacco on which the MH30 was NOT used. This 
statement of Mr. Smith's was supported by the Board 
when they met yesterday." 
dn) t9S9pdthere were 4) eerowersdwhol fanledatocsatisfy tthe 
Board that they had not used MH30 but in order that these growers 
could market their tobacco, the Board, ineFebruary 1960, caused the 
Grades and Sales Act to be amended so that treated tobacco could be 
identified with the letters MH as well as the usual grade letters 
andrGicureshatAboutmis500,000*lbakof A959ttebaceo; markedeMHy dsohd 
atlannaverageiprice of-45<69¢ perclb. compared withn56.l4¢édper 1b: 


for the entire crop. 


in 1960 the arrangements for identification of tobacco 
treated with MH30 and offering it for sale were the same as in 1959 
DUT Where Use OL the chemical Was Guepected on Fierd inspection, 
samples of’ suckers were to betaken for analyses. “The regulation 
passed by the Board on June 27, 1960 stated that - "where the owner 
Botlisiaes ule Local Board that mone Or his tobacco has been tréated, 
the local board shall label or identify his tobacco when offered for 
sale at an Ontario tobacco auction exchange." This was accomplished 
by? thé cusevof ‘the prefix: 'P' on auction catalogues. On August 3, 
1960;vayjointhstatement “issued by allxbtying:compariles ito the Board 
and the public re-emphasized that treated tobacco was not wanted. 


Field inspection in) 1960 revealed several crops suspected 
of having been treated with MH30. However, the reliabllity of the 
chemical test available at the time was considered questionable. 
Accordingly, the Board passed a resolution to the effect that a 
suspected user would be permitted to sell his tobacco as free from 
MH30 providing he would take an oath that he had not used it. It 
was understood that such tobacco could be subjected to further tests 
Hoo tiaoso Prower could’ be liable for court action if 2t was found 
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that. he had perjured himself. It would appear that the Board 
intended to place responsibility for identifying treated tobacco on 
the federal grade inspectors. Apparently the federal inspectors 

were not prepared to accept this responsibility because grade speci- 
Tigatlous sa1a) nov anc could .not ditferentiate. between treated and 

UN Vrea@ea teal weruruoel, TreSpOns pil iuy or lhe reliability of .-the 
Boarg) =. field inspeetion forssiens of i MHSO treatment could nowt be 
assumed by vhe "federal inspectors and it appears thatthe results of 
iG were not made available. to them anyhow. Im any event, none of the 


Govaccoucr tered ay the 1960 crop auctions wosiadentit ied as treated. 


A reliable test for the presence of MH30 (the Hoffman test) 
was developed during, 1961. -Nevertheless the Board's regulations and 
procedures’ regarding identification and sale of tobacco treated with 
MH30 remained essentially the same during 1961. Apparently the Board 
was prepared to incur the expense of field inspection but did not 
ehooserito! take) The,responsibildaty,for identifying, treated.tobaeco. In 
196e apparently there was apprehension on the part of at least some 
growers that the Board might take positive steps with regard to 
identification of treated tobacco. At any rate the Board was threat- 
enedamwicnndaeiceation if iteshouldsdo sozandThe Boards requestedrrnemoval 
of the provision) in the Grades and Sales Act requiring identification 
of treated tobacco by the letters» MH on the. grounds that it was in 
Cont lictawa tThnwher Board'shregulations identifying tobaccosas;,free from 
madescahyadragscae .weatThe upshot was, that during the 1962 auction, use 
OF the pretix "P' was discontinued and no Lobacco offered for sale was 


identified@as being treated with MHSO or other similar chemical. 


hoe Ott LCi CO, reconcile tne rack’ Or pos lUlvVe ee ol on 
On MHSO" wien otner” concurreny Board” acmivities : “ror “instance the 
following statement was made in a report of Flue-Cured Tobacco Market 
Survey in the United Kingdom and Six European Countries following the 
ViSit bya’ Board’ delegation in August and September 1962: 


" seUntil cigarette manufacturers in the export field 
have changed their ideas of leaf treated with a 
sucker control chemical such as MH30, the Ontario 
tobacco producers should continue To support a4 
marketing policy whereby the buyer has an opportunity 
Lo purchase With unqualified confidence tear that has 
not been treated with an undesirable sucker control 
chemical." 
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In December 1962, the Ontario Department ..of Agriculture 
assumed responsibility for grade inspection of Ontario flue-cured 
tobacco and became financially interested in marketing it. Officials 
were well aware that the United States was facing problems resulting 
from use of MH30 on flue-cured tobacco and that Rhodesia was 
offering buyers leaf that was completely free of it. They were also 
aware of the manner in which the identification of treated leaf had 
been handled by the Board in previous years. While no positive 
aCetOnawes aniviaved, during the 1962 aucecions, on, June ig, 1965 an 
announcement was issued by the Ontario Department of Agriculture stating 
that field inspection for MH30 would be undertaken by government 
inspecvors, ana That, in effect, suspected users musv either identify 
their bales of tobacco at auction with the letters MH or risk 
having their tobacco held for analysis prior to its being offered 
for sale. A further announcement made at the opening of the market 
indicated that random checks would be made on all tobacco, regardless 
of field inspection results, to determine whether MH30 had been used. 
This announcement stated that tobacco found to be treated but not 
marked could result in action being. taken for infringement of the 
regulations under’ the’ Farm Products Grades and Sales Act.’ Thus ‘it 
would appear that responsible and firm action has finally been 
initiated towards MH30. 


Mechanization and Labour Costs 


There do not appear to have been any cost studies made of 
flue-cured production of sufficient scope, duration and standard- 
iZevitoOM Coteonp. le a. valta typical -Tarm cost Structure or range “or 
structures. With wide variations in farm sizes, locations, manage- 
ment, finances, operations, practices and accounting and as well, 
with varying effects of annual acreage cuts and market conditions, 
such a study would require the exercise of considerable judgment 
and ski lt "over ‘a Yenethy ‘period of time’. 


However, it is clear from various cost data examined by 
the Committee that by far the largest operating outlay of the grower 
2. tor- mired) labour, principally for’ harvesting but considerable 
aiseo for stripping, topping and suckering, cultivating and hoeing, 
and planting. A fair generalization would be that wages account for 
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more than 50% of the cost of producing flue-cured tobacco in Ontario. 
Moreover, problems associated with employment of seasonal migrant 
labour have been chronic for years and recently have tended to become 
more acute. 


Thus the greatest opportunity to lower production costs is 
THe reductiuiom ior vabourmcequirements... “Hanlier treference ‘hagi been 
made to tying machines, sucker “inhibitors and research on bulk-curing, 
all of which are directed towards the saving of labour. Grading 
Lacles for stripping which incorporate a moving belt are a recent 
innovation. Also some small machine shops in the tobacco growing 
areas have been working to develop mechanical aids for priming 
although only a few of these have been adopted on farms. For example, 
there are a few riding harvesting machines for primers, capable of 
replacing the horse and boat in common use and two primers per kiln 
as well. Thus some progress towards reduction of labour has been 
made. Mechanization is dependent upon availability of suitable 
equipment as well as producers! freedom, willingness and ability to 
Sa just production programs to economical mechanical operation. _ In 
spite of the apparent incentive, the move towards mechanization 


seems very slow. 


Mechanization in other flue-cured producing countries also 
has not progressed rapidly. With shortages in mechanical skills, 
Rhodesian growers. have concentrated with considerable success on 
increasing labour productivity through scientific work studies 
sponsored by their Association. In the U. S. the average tobacco 
erop of about three acres is too small to warrant general 
mechanization and the program which keeps the acreage small is 
deeply entrenched. Recently, limited use has been made of newly 
developed mechanical harvesters and bulk-curing units with reported 
labour reductions of 75% in harvesting and 66% in curing. One 
indication of the economic advantage to be gained is reflected in 
the annual rentars or up to S400 per acre paid for tobacco "rights 
to be included in a mechanized farm unit. 
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Research 


Tobacco research in Ontario was begun by the Government of 
Canada in 1906, when a Tobacco Branch was formed to investigate 
methods. of improving leaf quality in order to develop the domestic 
and export markets. Since that time, responsibility for government 
research in Ontario has remained completely with the Canada Depart- 
ment of Agriculture, while most other agricultural research has been 


shared with the Ontario Department of Agriculture. 


A Tobacco Station was established in 1909 at Harrow which 
eventually became the Dominion Experimental Station for Southwestern 
Umcerio. Waoh the sails of production to the new belt,.2a.Dominion 
Experimental Substation was established in 1933 near Delhi, to which 
most of the flue-cured investigations were soon transferred, although 
administrative control was retained at Harrow. In subsequent years, 
several re-organizations took place in the Canada Department of 
Agriculture. Eventually the Tobacco Branch at Ottawa, which had 
become the Tobacco Division, disappeared and its personnel and 
investigations were distributed among other departments: The Experi- 
mental Station and Plant Pathology Laboratory at Harrow became a 
Khe search Station, and the substation at Delhi became an Experimental 
Farm win, adminis trative, responsapilitvy directly to the Research 


Branch at Ottawa. 


Throughout these re-organizations, continuity and progress 
were maintained. Tobacco research in Ontario has been marked with 
close and harmonious relations among government departments, firms 
and organizations remotely as well as closely connected with the 
industry. Moreover free exchange of ideas and information with 
tobacco research programs elsewhere has been mutually beneficial. 


In earlier years applied research was emphasized but in 
bie; tias hil bicrears witticreasing attention has seem devotediito, basic 
research. Significant contributions towards improvement in both 
yield and quality have been made as a result of work on varieties, 
Rerriieizers Pporotationsy. seedbed management, cultural practices, 
quiche othanveswing, Aansecticides . nematvicides, disease ypreventive 
measures and other problems. At the present time, besides continuous 


research on a broad spectrum of production practices, investigations 
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include the following: 


(a) tobacco nutrition in seedbeds and fields and the 
causes..of grey tobacco; 


(b) improvement of varieties with tolerance to black 
rootrov, weather fleck and brown rootrot; 


(c) the weather fleck problem, maturity-quality 
relations, curing environments, herbicides for 
weed control and growth inhibitors for sucker 
control; 


(ad) nematode control by fumigation and cultural means; 
(e) control of insects and diseases; 
CPN ereinile er easeialeae 


Most of this work is centred at the Experimental Farm, 
Delhi. The tobacco disease and nematode studies are made in 
co-operation with the Research Station at Harrow while insect 
control is under a co-operative program with the Entomology 
Laboratory at Chatham. A professional staff of five undertakes 
flue~cured ‘tobacco research at Delhi. “At+Harrow” two of the pro- 
fessional staff devote part of their time to flue-cured tobacco 
pests, ‘one “on diseases and the other.on nematodes.° Tobaceo insect 
investigations are carried out at Chatham by an entomologist who 
spends several weeks of each growing season at Delhi. In the Plant 
Research Institute at Ottawa three officers have devoted part of 
their time torspecial svudies Cime the *physicpogy tana vnuatr tion: oP 
tobacco. Annual cost of tobacco research to the Canadian govern- 
ment is estimated to be about $400,000. 


In the past 15 years rapid expansion in research programs 
of other flue-cured tobacco producing countries has taken’ place for 
the primary purpose of improving their production and quality. For 
example, Rhodesia, with current production comparable to that of 
Ontario, Nas a protessional tobacco research Stali ol more than 
thircvy. Norch Carolina more than tripicd the number of its research 
personnel in recent years while India, Japan, New Zealand, Australia 
and Ceylon are among other countries where tobacco research 
establishments have increased significantly. Larger tobacco buying 
and manufacturing companies have also expanded their laboratories to 
objectively establish standards of quality by physical and chemical 
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procedures. As a direct result, evaluation of experimental leaf by 
research workers must now incorporate similar procedures. 


The quality, efficiency and success of flue-cured tobacco 
research in Ontario is impressive. Recommendations are received 
with confidence by producers and are respected throughout the 
industry. Nonetheless it is apparent that there is a general need 
for intensification of the present program as well as significant 
areas which require attention. Certain insect, disease and nematode 
problems are becoming more complex and serious and are not well 
enough understood that their occurrence may be predicted or control 
measures prescribed. Knowledge of weather fleck and grey tobacco 
18) no. satisfactory. There is a lack of, Information, on.'the nature 
of tobacco maturity and quality and the related genetical and 
envaronmencal actors concerned. “Production, factors affecting 
flavour, aroma, texture and moisture equilibrium of tobacco have 
received little study and are little understood. Much more 
information is necessary to permit rapid adjustment to the changing 
requirements of manufacturers and consumers. Development of labour- 
Saving equipment and methods on flue-cured tobacco farms is 


urgently required. 


Tobacco Extension Services 


Prvor co wos, ~Obacco exucnoilon Services = on or ect 
extending technical guidance to producers - were provided principally 
by research personnel of the Experimental Farm at’ Delhi.” However, 
the small research staff was not adequate to both conduct research 
and manage the extension service.” Accordingly in’ 1955, “an arrange= 
ment was made whereunder the Ontario Department of Agriculture 
attached two extension specialists to the Delhi Farm and a third 
was added in 1960. In this way, close and valuable liaison between 
research and extension has been maintained, facilitating the inter- 
pretation and transmission of research recommendations and at the 


same time providing direct feed-back of producer problems. 


The tobacco extension specialists work closely with county 
agricultural representatives, engineers and other extension 
personnel throughout the tobacco-growing areas. Besides responding 
to individual requests for assistance, the extension specialists 
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promulgate advice and recommendations through preparation and dis- 
tribution of bulletins and reports, radio broadcasts, press releases, 
district meetings and field days. 


Growers are not required to accept the advice of extension 
personnel. This is evidenced by reported deterioration of barn 
sorting and cultural practices adopted to promote yield at the 
expense of quality. One informed source indicated to the Committee 
that if the average grower were to use fully the information available 
in the form of recommendations and also utilize the available exten- 
Sion and research services, he could improve his yield by more than 


TCOMEDS Dergacre: and his return. by S¢ per 2b. 


Conelusions and Recommendations 


The skills and techniques acquired by Ontario tobacco 
growers during the past 30 years are equal if not superior to those 
of flue-cured producers in any other country. Abetted by geographic 
concentration of farms and proximity of high quality research and 
extension facilities, growers have overcome climatic and soil 
conditions,\diseases and pests to the point where high quality 
tobacco desirable in many export markets can be produced consistently. 


i these formative years of the “Industry, the ‘production 
CONCrOl program in par’ contributed to this development.” With, in 
effect, an assured market, good grower practices were encouraged and 
a backlog of sound experience developed in a stable industry. 
However, the capacity to produce has been developed and expanded more 
rapidly than markets, development of which has been held back by the 
nature of the production control program. Moreover, the program has 
pestricted the Piexib@litysohitne individual yproducertinnhis: scake rof 


operations. 


In recent years, growers have attempted to maintain 
prol tvabpie operations through “a rigid price system "coupled "with 
increased production restrictions. The pricing system, however, fell 
far short of objectives while the production restrictions served 
generality TO decrease “the qualaty rather Lharethe quantity “or 
production. 
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rnere*seems"1littie doubt’ that many growers' costs have 
increased in recent years at a greater rate than their revenues. 
However, it would appear that less effort should be expended in 
raising’ prices and more on reducing costs since in many export 
markets where price is a prime consideration, Ontario's competitive 
position can only be further weakened by increased prices. | 


Increased volume of production (and sales) would have the 
effect of lowering the per unit cost of fixed farm expenses such as 
depreciation and property taxes. However, a high proportion of 
production costs are variable or semi-variable and, while some per 
unit economies could likely be accomplished through volume alone, it 
would appear to the Committee that significant reductions are 
obtainable only through measures taken to reduce labour requirements. 
rurthner, with labour already in relatively short supply in the 
tobacco area, any significant rise’in production will’ tend to 
accentuate labour shortages, and also increase going labour rates. 


The Committee believes that in Ontario the move towards 
mechanization of operations up. to the point, of harvest. ds, generally 
more advanced than in other flue-cured producing areas. It further 
believes that Ontario growers have an advantage to be exploited over 
tnear Mmeinscompetltors in the combination of level. even, terradg, 
relatively large tobacco fields and their mechanical skill and 


Ine dria o.0n « 


In the past, considerable efficiencies have been obtained 
sirougmdnereased yicids speniracre. eProvideds quality levels“are 
maintained or improved in sustaining higher yields,. it would appear 
that this avenue can be pursued further. However, the Committee 
concludes that the Board should take the lead in promoting the 
development, improvement and use of mechanical aids to tobacco 
production. It further concludes that the Board should immediately 
undertake work studies and farm accounting projects on a continuing 
basis with the ultimate objective of improving farm practices and 
providing guidance and yardstick information to growers. In this 
connection the Board should continue to co-operate with existing 
research and extension personnel and to co-ordinate appropriate 
activities with them. 
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In the matter of varieties, the Committee concludes that 
the prescribed list system coupled with specific advice available 
from research and extension personnel provides suitable safeguards 
and service to the industry. It recognizes that the smuggling and 
use of off-type varieties is extremely difficult to prevent. It 
considers, however, that buyers will refuse to purchase recognized 
off-type tobacco at prices sufficiently high to make its production 
worthwhile. Nonetheless the Committee concludes that punitive 
action should be taken where there is conclusive evidence of the 
smuggling or use of off-type varieties and that in no circumstances 
should support or deficiency measures be made available on tobacco 


where reasonable grounds exist to believe it is off-type. 


It is clear to the Committee that the use of maleic 
hydrazide (MH30) can actively control sucker growth at considerably 
less cost to the grower than hand suckering. However, the weight of 
evidence indicates that the use of MH30 results in significant 
changes in certain physical and chemical characteristics of cured 
leaf and strong objections to its use have been registered by buyers 
and manufacturers. There are positive advantages in the export 
market for tobacco free of MH30, particularly because of the wide- 
spread use of this chemical in the United States. The Committee 
concludes that the use of MH30 is detrimental to the industry as a 
whole and that the Board has, and should exercise, the responsibility 
and authority to inspect, sampie and test leaf for treatment with 
MH30, and to prohibit the marketing of tobacco on which MH50 or a 
similar chemical has been used. The Committee also concludes that 
the Board should encourage further efforts for the development of a 
sucker inhibitor which meets with the approval of tobacco buyers. 


Despite the excelient quality of the present government 
tobacco research program, the Committee concludes that its scale is 
inadequate to serve fully the present needs of the flue-cured 
industry or to provide for its expansion. Additional funds and 
professional assistance are required to expand and develop research 


in almost every aspect of flue-cured tobacco production. 
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The problems of production and marketing are inseparable. 
Quality, price and continuity of supply are the bases for expanding 
and indeed for retaining Ontario's share of export markets, upon 
which the future health of the industry depends. With increasingly 
keen competition for world markets, competitive suppliers have 
developed research programs on a much larger scale than exists in 
Canada. Research in this country must be stepped up to provide the 
production flexibility necessary to meet the changing demands of 
consumers and to enable the Ontario industry to effectively compete 
in terms of quality, price and® continuity in ‘export markets. 


The tobacco research program of the Canada Department of 
Agriculture applies not only to Ontario flue-cured but also to 
other types grown in Ontario and all types grown in other provinces. 
While tobacco research has been a federal responsibility, it does 
not necessarily follow that the full weight of expansion should fall 
upon the Canada Department of Agriculture. Federal agricultural 
research must be apportioned to all agricultural production in 
Canada and in relating Ontario flue-cured tobacco to the total 
needs, the federal government may not be prepared to expand its 
tobacco program sufficiently. In this connection the Committee 
does not consider there is any relationship between the enormous 
federal revenues from taxes on tobacco and funds required Lo 
producer activities. Such revenues are derived from taxes on 
consumers and would probably be collected even if all tobacco were 
imported. 


Developmental research aimed at the design of farm 
machines is not a normal function of federal agricultural research 
but, rather, usually falis to manufacturers. In allocating 
priorities for research, manufacturers must relate estimates of 
developmental costs to estimates of market potentials. The cost of 
developing a specialized machine such as a tobacco harvester in 
relation to its possible demand would probably be extremely high in 
comparison with, say, a grain combine. Nevertheless, in the absence 
of alternative ways of reducing labour costs, the benefits to 
growers might well outweigh the costs of specialized machine develop- 
ment and thus the Committee feels that the Board should contribute 
toward the cost of such development. 
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The concept of sharing research costs in tobacco is not 
new. In Rhodesia, for example, growers contribute about $600,000 
per year while in Australia, the tobacco trade pays a major portion 
of the cost of research. The Committee believes that it would be 
well worthwhile for producers to share with government the costs of 
a substantial expansion of required research. It considers that 
the general public would obtain indirect benefits at the same time 
that direct benefits would be gained by the producers. A principal 
objective would be to assure that research develops in accordance 
with needs, independent of policies pursued during periods when 
national austerity programs are imposed. To this end, a long term 
Joint program, subject to periodic review, should be developed and 
financed through shared contributions. 
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section 7 


CLIMATES AND SOILS 


Introduction 


Commercial flue-cured tobacco production in Ontario 
began some 50 years ago at Ruthven, located in the south-western 
tip of the province. Early expansion took place entirely in 
Essex and Kent counties, the old belt area, where other types of 
tobacco had been produced for many years. Production shifted 
rapidly to Norfolk county when the general suitability of land 
and climate, particularly the length of growing season, had been 
recognized. Undoubtedly the move into the new belt was 
accelerated by the lack of economic alternative land uses in 
the area. 


Climate and soil suitability were principal influences 
in subSequent expansion which took place in Norfolk and adjacent 
Elgin, Oxford and Brant counties. However, acreage control 
programs for almost 30 years have been a major factor in deter- 
mining the land on which tobacco is grown. While the 
inflationary effects of acreage rights attached to tobacco farms 
have provided incentive to expand on cheaper land, control 
features have restricted the rate, direction and extent of 
expansion. 


Improved technology has extended the range of both 
climate and soil conditions suitable for flue-cured tobacco 
farms just as improvements in transportation have extended the 
distances they may be located from markets. For example, the 
introduction of priming was a striking advance which ushered in 
other improvements such as those in varieties, fertilization 
and, later, irrigation. “All of these combine to extend ‘the range 
of Climate’ and solls*suitable for tobacco sfarmutig. ofAsta con- 
sequence, to the extent permitted by production control, tobacco 
production has expanded in a north-easterly direction as far 
as Renfrew on the Quebec border. Notwithstanding, climate and 
Soil suitability remain importans “in the seléetion ,ofufanms on 


which flue-cured tobacco may be produced economically. 


Withan broad Limits, Slenificant variations in climatic 


conditions occur independently of growing periods and similarly 
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soils vary within areas. While there have been advances in 
defining features of Ontario's climate and Soils, present know- 
ledge of their interrelationships can be described only in 
fairly general terms. 


Climate 


There is no known means of area delineation which 
reflects the effects on growth of interactions of temperature, 
rainfall, humidity and other climatic factors. There are, 
however, several different methods for classifying factors for 
purposes of delineating climatic zones. One method frequently 
used is the average length of growing season, expressed in days. 
This classification is based upon the average number of days 
the mean daily temperature is 42° F and above, or in effect, 
the average length of time temperature conditions permit 
growth to continue. It does not reflect directly the occurrence 
of other climatic factors that may accelerate or retard growth 
in one area and not in another. 


Commercial production of flue-cured tobacco has been 
successfully pursued in zones of Ontario with an average 
growing season of 189 days or more. This does not necessarily 
imply that the climate in all areas in zones of the province 
with such a growing season are suitable for economical 
production of flue-cured tobacco, and it is highly likely that 
within these zones, the climate of some areas is much more 
favourable for this crop than that of others. 


With successful production having been demonstrated 
in many representative areas of these zones the Committee con- 
Sidered that examination of the zones for soils similar to 
those already used would provide a useful estimate of the size 
and location of potential tobacco land within the province. 
Accordingly the Committee arranged for the conductsof suchs a 
Survey under the direction and supervision of the Department 
of Soil Science of the Ontario Agricultural College, Guelph. 
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Soil Survey Objectives and Methods 


The specific objectives of the survey were: 


(a) to determine which soil types in Ontario are being 
used for flue-cured tobacco production; 


(b) to establish the relative capability of the different 
soils to produce in terms of yield and/or returns 
per’ acre; 


(c) to provide a reasonably precise estimate of the total 
acreage of potential flue-cured tobacco soils in 
Ontario and their relative capability for such 
production. 
County soil maps, available for most of Southern 
Ontario, were used to identify soil types on which tobacco is 
grown and the total acreage of each of these types was identi- 
fied in each county. For field work purposes, a sample of 325 
flue-cured farms was selected to represent each township in 
which tobacco was grown and each soil type within each township. 
Within each soil classification a sample was selected at random 
from the numerical list of farm owners maintained by The 
Ontario Flue-Cured Tobacco Growers! Marketing Board. 


A range of standards of suitability for soil 
characteristics of Significance in tobacco production was 
established in consultation with tobacco research and extension 
Specialists. These included soil texture,’ natural drainage, 
depth to gravel, depth to clay, slope and erosion. The sample 
farms were then visited and soil characteristics of fields 
that had produced tobacco in the period from 1960 to 1962 were 
examined. At the same time additional soil characteristics 
such as stoniness and depth of cultivated soil were noted and 


information obtained in regard to irrigation and drainage. 


A classifitatidn system of soil capability was 
developed based on soil characteristics. In order to relate 
soil type and capability of production, data were extracted 
from the Board's records covering yields, prices and gross 
returns. For some of the farms visited information was 
incomplete and in some instances a change in rotation or other 
practices rendered direct comparison impracticable. Accordingly 
in compiling the tables that follow in this section less than 
325 farms were used. 
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coil Capability Classification for Tobacco 


soils were classified in five capability classes 
defined below. This classification is based on the physical 
features of the soils as they affect production of tobacco. 


In placing a given soil area in this classification 
system, the climate of the area was not considered. Thus any 
soil having the physical features of Class I land was classi- 
fied. as such regardless of its location. It must be recognized, 
however, that Class I land in an area where climate is less 
favourable for tobacco production would not be as productive or 
as dependable as Class I land in a more favourable climatic 
area. 

Class I - Soils capable of high production of 
quality tobacco. These soils are 
sand, sandy loam, gravelly sandy 
loam and loamy sand in texture, 


occurring on level topography and 
having good drainage. 


Class..l1 »-..Soeils with slight limitations for 
7 tobacco production. These limita- 
tions are moderately good drainage, 
sandy loam to loam texture surface, 
soil over gravel, or 6-12% slopes. 


Class III - Soils with moderate limitations for 
tobacco production due to moderate 
drainage, steep slopes or loam 
texture. 


Class IV - Soils with moderately severe limitations 
due to moderately poor drainage. 


Class V - Soils with sevére limitations due to 
poor drainage. 


[oil Types Currently Being Used for 
Flue-Cured Tobacco Production 


Flue-cured tobacco was found growing on 31 different 
soil types, as listed below. These are the main soils to be 
considered as having a potential for tobacco production. 


All areas mapped as a given soil type are not equally 
Capable of producing tobacco. However, the average production 
figures over three years for each soil type on the farms 
selected for study do indicate some significant differences 
between soil types. 
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SOIL TYPES CURRENTLY USED FOR FLUE-CURED TOBACCO PRODUCTION 
AND 


AVERAGE RETURNS FROM EACH, 1960 - 1962 





Gross 

No. of Yield average Gross 

farms in Thay Res price return 
Soil Type _Sample per acre Der... per acre 

Fox Gravelly Sandy Loam 10 1825 54.19¢ $ 989 
Fox Coarse Sand ae e2e 55.04 PyO0s 
Pontypool Sand 5 Led 51.99 916 
Pontypool Sandy Loam 4 1696 ow yh ¢ 870 
Fox Sandy Loam ce 1682 51.66 869 
Tioga Loamy Sand ie T665 50.00 833 
Burford Sandy Loam 23 Los9 S2<15 865 
Brighton Sand S 1640 505.9 823 
Bookton Sandy Loam 5 1636 a Pay bff 847 
Oshtemo Sand 13 1635 54.03 883 
Fox Loamy Sand nn 1602 beosc 838 
Dundonald Sandy Loam if 1600 ae a ds: 828 
Fox Fine Sandy Loam Le 1600 52.48 840 
Brighton Sandy Loam 3 LS 78 Saude 822 
Brady Sandy Loam 10 L576 49.51 ron 
Brady Loamy Sand 4 New até Di. 5S 813 
Plainfield Sand 30 Loo5 53.39 830 
Granby Sand 4 Ane ges) 50.36 762 
Berrien Sandy Loam (D) 10 1461 50.75 741 
Berrien Sand (D) 9 L432 5102 730 
Tioga Fine Sandy Loam 3 1417 on AOR 723 
Berrien Sandy Loam (S) 5 1412 49.92 705 
Watrin Sand 19 1389 51265 Qiks 
Pontypool Gravelly Sand 3 1379 47.49 655 
Brady Sand & gos pe cds ay a 674 
Uplands (Fine) Sandy Loam 3 1347 45.57 614 
Brookston Clay (sand 

spot phase) kl 1339 49.70 665 
Berrien Loamy Sand (S) 4 1333 46.37 618 
Berrien Loamy Sand (D) 14 Lgcyaglt 47.64 629 
Alliston Sandy Loam 6 1300 46.52 605 
Tioga Sandy Loam 2 123d Bee o4 644 


(SJ. Shal Low<tochay udess thane ‘sz 
(D) - More than 3' to clay. 


Soil Capability Classes and Flue-Cured 
Tobacco Production 
Onithe- basisof Soil ‘Characteristics described previously, 
the soil on each farm was classified in one of the five soil 
Capability classes. KEach class was related to the production data 
on each farm. The data in the undernoted table indicate the 
production capacity of soils in each capability class. 
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It is evident that the differences in soil capability 
class are reflected in the yields and gross returns from tobacco. 
However, Classes IV and V are essentially the same in regard to 
yields and returns. This result is likely due to an insufficient 
number of farms classified as Class V because flue-cured 
tobacco is not commonly grown on this class of soil. 


SOIL CAPABILITY CLASSES AND FLUE-CURED TOBACCO PRODUCTION 





1960 - 1962 
Gross 
Yield average Gross 
Class No. of in 1b. price return 
No. farms per acre per lb. per acre 
I 93 1687 Baebes $896 
BI 57 1576 Sy ceei oad | 824 
LLL 50 1456 49.14 (is: 
IV 22 1294 49.45 640 
V ) 1264 50.19 634 


Total Acreage of Soils of Types Currently 
Producing Flue-Cured Tobacco 


Different farms classified as a given soil type do not 
necessarily fall in the same soil capability class as defined. 
Variations in drainage, slope, depth to clay, etc. within a 
soil type are often sufficient to place one area or field in 
one capability class and another area in a different capability 
class. 


The estimated total acreage of each soil type as 
mapped in Southern Ontario that falls in the different soil 
capability classes for tobacco is shown below. The proportioning 
of soil types to capability classes is based on the sample farms. 


Of the soil types, Berrien sandy loam occupies the 
largest acreage but none of this soil falls in Class I. It is 
estimated that more than 2,000,000 acres fall in the flue- 
cured soil capability classes, well over a third of which falls 
in Class I. 
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ESTIMATED TOTAL ACREAGE OF SOIL TYPES USED IN ONTARIO 
FLUE-CURED AND RELATED CAPABILITY CLASSIFICATION 


soll Type 


Alliston Sandy Loam 
Berrien Loamy Sand 
Berrien Sandy Loam 
Berrien Sand 
Bookton Sandy Loam 
Brady Sandy Loam 
Brady Sand 
Brighton Sandy Loam 
Brighton Sand 
Brookston Clay 
(sand spot phase) 
Burford Sandy Loam 
Dundonald Sandy 
Loam 
Fox Coarse,Sand 
Fox Fine Sandy Loam 
Fox Gravelly sandy 
Loam 
Fox Sandy Loam 
Granby Sand 
Oshtemo Sand 
Plainfield Sand 
Pontypool Gravelly 
Sand 
Pontypool Sandy 
Loam 
Pontypool Sand 
Tioga Fine Sandy 
Loam 
Tioga Loamy Sand 
Tioga Sandy Loam 
Uplands (Fine) 
Sandy Loam 
Watrin Sand 


Total 
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Other Soil Types for Flue-Cured 


Tobacco Production 
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The figures presented in the foregoing table are for soil 


types in Southern Ontario on which flue-cured tobacco has been grown. 


There are a number of other soil types on which tobacco was not found 


during this survey but which are considered to have some eCapabid Ley. 


for flue-cured tobacco production. 
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These 'other* soils are listed below with their total 


acreage in Southern Ontario. 


An estimate of the capability of 


these soils is indicated by comparing them with soil types 


for which production information is available. 


ACREAGE OF 'OTHER' SOIL TYPES IN SOUTHERN ONTARIO CONSIDERED 
CAPABLE OF PRODUCING FLUE-CURED TOBACCO 


Soil type 





Bolingbroke Sandy Loam 
Bondhead Sandy Loam 
Bookton Fine Sandy Loam 
Brighton Gravelly Sand 
Caledon Fine Sandy Loam 
Galesburg Sandy Loam 
Grimsby Fine Sandy Loam 
Grimsby Sandy Loam 
Hendrie Gravelly Sandy Loam 
Hillsburg Fine Sandy Loam 
Hillsburg Sandy Loam 
Kenabeek Sandy Loam 
Manotick Sandy Loam 
Mountain Fine Sandy Loam 
Mountain Sandy Loam 
Rubicon Fine Sand 

Rubicon Fine Sandy Loam 
Rubicon Sand 

Rubicon Sandy Loam - 
Sargent Sandy Loam 

St. Peter Gravelly Sandy Loam 
St. Samuel Fine Sand 
Tecumseth Fine Sandy Loam 
Tecumseth Sandy Loam 
Vasey Sandy Loam 

Vineland Fine Sandy Loam 
Vineland Sandy Loam 
Waterloo Sand 

Waterloo Sandy Loam 
Wendigo Loamy Sand 
Whitelake Gravelly Sandy Loam 
Whitelake Sandy Loam 
Wyevale Sandy Loam 
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Estimated capability 
Similar to 


Pontypool Sandy Loam 
Dundonald Sandy Loam 
Bookton Sandy Loam 
Brighton Sand 
Burford Sandy Loam 
Dundonald Sandy Loam 
Fox Fine Sandy Loam 
Fox Sandy Loam 

Fox Gravelly Sandy Loam 
Pontypool Sandy Loam 
Pontypool Sandy Loam 
Granby Sand 

Bookton Sandy Loam 
Berrien Sandy Loam 
Berrien Sandy Loam 
Brady Sand 

Brady Sandy Loam 
Brady Sand 

Brady Sandy Loam 
Burford Sandy Loam 
Burford Sandy Loam 
Granby Sand 

Brady Sandy Loam 
Brady Sandy Loam 
Dundonald Sandy Loan 
Brady Sandy Loam 
Brady Sandy Loam 
Pontypool Sand 
Pontypool Sandy Loam 
Brighton Sand 
Pontypool Gravelly Sand 
Pontypool Sandy Loam 
Brady Sandy Loam 
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Distribution of Flue-Cured Tobacco 
soils by Counties 

Flue-cured. tobacco is now grown in only 15 counties 
in Southern Ontario. However, there are soils of the types 
presently used in a total of 38 counties and other types of 
soil considered capable of flue-cured production in a total of 
26 counties. The following table shows the distribution by 
county of estimated acreage of soil types either currently 
used or considered capable of producing flue-cured tobacco. 
For purposes of comparison the 1963 basic marketable acreage 
distribution is also shown and in this connection it should 
be’ borne in mind that, to permit crop rotation, at least two 
acres of tobacco land are required for each basic marketable 


acre. 
FLUE-CURED TOBACCO ACREAGE POSSIBILITIES FOR ONTARIO 
subject to climatic limitations 
Typessof. soils Other types 
currently used Of soils with 
in flue-cured capabilities 1963 Basic 
tobacco for flue-cured marketable 
County Droduct2on production Total acreage 
(thousands of acres) 
Brant ie - ae Loa 
Bruce G5.2 Gils ita Ney Ke: 9 
Carleton he s'S 50.3 621.2 ~ 
Dufferin ae Spat Slee. a ~ 
Dundas 4.0 24.3 Cone _ 
Durham 120.4 4.0 124.4 35 
Klgin 110.9 ~ 1 0..8 29 wc 
Essex sont - SC Wh Siew: 
Frontenac - 15.9 oe9 - 
Glengarry ee Bie 6.4 ~ 
Grenville Tia NG, ete - 
Grey Lbs e.2 24.6 a 
Haldimand Sas: - 5.8 ~ 
Halton NR Swe - licgeee - 
Hastings ZO SSac 80.2 ~ 
Huron 48.4 - 48.4 ~ 
Kent Le Daw - Beha all one 
Lambton See ~ Sere 38 
Lanark | me: 14.2 15.0 ~ 
Lennox & 
Addington Ca) NaS ees) 20.9 - 
Lincoln - 26.4 26.4 - 
Middlesex TOT «6 ~ Lov 9.8 


Table continued on next page 
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Types of soils Other types 
currently used of soils with 








in flue-cured capabilities 1963 Basic 
tobacco for flue-cured marketable 
County production production Tova acreage 
(thousands of acres) 
Norfolk OBS - 23s Give 
Northumberland CU s0 29.0 109.0 Sal 
Ontario 124.8 To.5 VES teas) ~ 
Oxford Ait - 43.7 14.0 
Peel 56 - 59.6 - 
Perth 1.0 SaaS) pout - 
Peterboro Omg Woes 84.8 - 
Prescott & Russell 336 40.5 44.1 - 
Prince Edward TOV 4.2 1457 - 
Renfrew 69.3 cl ae LL e.6 se 
Simcoe 247.9 ee eer 60) 5 AT 
Stormont Bird IBAAO Ae ae : ~ 
NI CbOr a 26.0 BAO 61.4 - 
Waterloo 44.5 ordre b LOG. 6 al 
Welland 9.6 ~ 9.6 - 
Wellington Bie 50.4 87.6 = 
Wentworth 6.4 ~ 6.4 ~ 
York 90 10 eC Silt eS call = 
90959 ds oe 152.4 








Total 2 O7INS 








Other Survey Observations 


(1) Drainage Improvement 


In’most instances Cliass® III. and IV'tobacco soils are 
rated in these lower classes for tobacco production because of 
inadequate internal soil drainage. All of the Berrien loamy 
sand soil type farms visited had some tile drainage installed. 
More than 50% of Brookston clay (sand spot phase) soil type 
farms visited were partially tile drained. These tile drainage 
systems were generally inadequate with, in most cases, the 
tiles being installed in depressional areasor natural water 
courses. If tile drainage systems were installed systematically 
on these soils in Class III and IV their production would be 


considerably greater. 


Veylurrieation 
Those tobacco farms having soils classified as Class I 


and Class II are generally equipped to supply supplemental 
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irrigation to the tobacco crop whereas farms having Class IIl 
and Class IV tobacco soils are not generally so equipped. For 
the latter farms excess soil moisture is the main problem. 


(3) Depth of Topsoil 


An analysis of the data collected indicates that the 
sOils on 10% of the farms visited had a 6 - 8 inch cultivated 
surface soil, 60%.a%8)- 10 inch and 30% a 10°- a2 inch 
cultivated layer. 


(4) Erosion 


Erosion of tobacco soils on the farms visited was 
negligible. 


Soil Survey Summary 


Based on the findings of the survey there are over 
2,000,000 acres of soils in Southern Ontario of the types 
presently used in flue-cured tobacco production and about 
900,000) acres of other soil types considered to have character- 
istics suitable for such production. These soils are found in 
40 counties of the province whereas at the present time flue- 
cured production is carried on in only fifteen. As indicated by 
the map on the following page, virtually all areas in which 
suitable soils are found have growing seasons of an average 
length quite satisfactory for tobacco production. As referred 
to earlier ’suttabi lity of@areas tom topaccos production is 
contingent upon the interaction of a number of climatic factors, 
so that length of growing season cannot be the sole criterion. 
Nevertheless, it is apparent that considerable Suitable land 
exists in areas where the climate has proven satisfactory for 


the growing of flue-cured tobacco. 
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Conclusions 


The results of the flue-cured tobacco soil survey 
indicate that there are extensive areas in the province with 
soils of high capability for producing flue-cured tobacco. 
Undoubtedly climatic conditions would reduce these potential 
growing areas to some extent. However, it is clear that sufficient 
tobacco land exists in the province to sustain almost unlimited 
market expansion. 


White soil characteristics and climatic ‘conditions 
have been important factors in determining the land on which 
tobacco has been grown, other influences have restricted movement 
or expansion of tobacco production onto land with the highest 
capabilities. Price of land in itself has not been a major 
deterrent. The textural features that give soils a high rating 
for tobacco make them relatively less suitable for general crop 
production and lower their sale price accordingly. Hence 
there has always been in Ontario an abundance of farms with land 
of high capability for tobacco production, priced to encourage 
their*useri1or this crop. TheYprancipal resvericbion on. the 
general use of such lands for tobacco has been the production 
control system. 


The control system, in addition to restricting the 
movement of production to land with higher capabilities and where 
better use of improved technology might be implemented, has also 
created other concern. Elsewhere in this report, it is shown 
that most of the increases in acreage rights under the Board 
resulted from adjustments given to existing farm owners in 1958 
end 1959.| IU, was evidently the antention at the.time to. correct 
some of the inequities that had arisen and persisted under the 
former Association by bringing the acreage rights up to 45% of 
available tobacco land on the farms of owners who applied for 
adjustment. The result was that some owners undertook to 
create additional available land in preparation for remeasurement. 
The value of rights provided the incentive to clear, level and 
drain extra land in -crder to obtain such rights on the basis 
of 45% of the available land so created. 
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In this connection a brief submitted to the Committee 
by the Norfolk County Chamber of Commerce is relevant and worthy 
of note by the appropriate*aucnorities. AiThe brief stresses the 
importance of intelligent conservation of water sources and 
recommends the strengthening of the Trees Conservation Act, 
and the Municipal Drainage Act as well as the setting aside of 
15% of all farm land for conservation growth before tobacco 
acreage is considered. In support of these recommendations, 
the brief contains the following statements: 

"At present the fines and penalties under this Act 
(Trees Conservation Act) are merely used by many 


asechacence Lee pnueuchear band tor topacco 
production.” 


26K 2K OK 2K 3K 2k > 


"Today many municipal drains are put through, draining 
whole swamp areas for the sole purpose of providing 
a few owners a few more acres of usually marginal 
lands. torithe growing of tobacco.” 


2K ok > 2k 7K 3K ok Ok 


"The pressure for the cutting and drainage comes from 
farmers who wish to have more acres available for 
LOUSCCO Tienus. 

Apparently in efforts to correct a weakness in 
acreage allotment, another one was permitted and land of low 
capability for tobacco was cleared and otherwise altered to 
eptain rights. Wis. 1b turned out, little of this extra land 
has been needed so far to expand tobacco production. 
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Section 8 
INDUSTRY POTENTIAL 


Introduction 


The Ontario flue-cured tobacco industry is of great 
importance to the agricultural economy of Ontario and to that of 
Canada as a whole. In 1962 about $90,000,000 or close to 10% of 
Ontario farm cash income was derived from tobacco. While over- 
Shadowed by grain and animal products, the value of flue-cured 
tobacco exports in 1962 was a substantial $34,000,000, or about 3% 
of the total value of all Canadian exports of agricultural products. 


The industry has been troubled with a number of problems 
centred around the regulatory programs used in an attempt to bring 
Stability and prosperity to producers. The main body of this report 
considers these problems and contains the Committee's conclusions 
that the programs have outlived their usefulness and should be 
abandoned. In the Committee's view the programs have restricted the 
expansion of export markets for flue-cured tobacco, yet such 
expansion is the only possible avenue to relieve the pressure of a 
productive capacity which has increased far faster than markets for 
the product. Abandonment of the programs will not automatically 
result in surging new markets but it will increase Ontario's ability 


to compete in export markets. 


The Committee has considered production and market 
potentials of the industry, not for the purpose of making predictions 
but rather for assessing the influencing factors. 


Production Potential in Ontario 


Under the present system of basic marketable acreage there 
are approximavely .157..000 acres of .and with ancillary budidinges «and 
equipment available for producing flue-cured tobacco in any year. 
About two-thirds of this was used in 1963 to produce a crop estimated 
to exceed 180,000,000 .lb.. @¢reem weight. . Tne 1963 .estimated: yield of 
more than 1,800 lb. per acre is about 15% higher than ever before 
achieved. Undoubtedly this was influenced by the fact that, with 
Severe acreage ‘restrictions, growers tended to use “their most 
suitable land and also made the maximum use of fertilizer and 


irrigation, 
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In recent years, acreage yields ‘have increased sharply as 
a result of both improved practices and abusive practices. These, 
coupled with vagaries in weather conditions and other factors, make 
it ditticuilt to predict annual yields. However, a yield of 1,600 lb. 
per acre from total existing basic marketable acreage would produce 
a crop of about 250,000,000 lb. green weight, or about double present 
domestic requirements. It is apparent that the capacity of existing 
production units is sufficient in terms of quantity to service the 
present domestic market and also to provide for more than double the 
green weight required for the existing level of exports. 


However, Ontario production potential is not limited to 
existing producing units. In broad terms, the potential is limited 
only by market demand for Ontario flue-cured tobacco because there is 
an almost unlimited area of land within the province with high 
capability for production of flue-cured tobacco. Some of the qualities 
of this land, while well-suited to tobacco, limit its capabilities 
for general crop production, and hence in many areas of the province 
Ghevsandeisrrelativelytinexpensivess Accordingly, “avaidability: of 
pooG-tobaccoolandsaterecasonabile pricegeis mot a .dimiting,factor to 
the-potential of Ontario flue-cured tobacco production. .Nor is 
there any lack of technical skills. In existing producers these 
skills are highly developed and, with the extension facilities made 
available by the government and the innate characteristics of the 
Ontario primary producer, there is little doubt that the necessary 
skills can be rapidly acquired by new growers. 


The availability and cost of labour is a matter of some 
concern in considering production potential. Despite some advances 
inereducing Jabour’ requirements, labour costsystill) account for,more 
thant halrtofe add. tobaecor product Lonny costs.re Distribution. of. production 
intorlabour’ surplus areas would: meet the problem of availability to 
some extent. Nonetheless, from the standpoint of international price 
competition, increased labour efficiency and mechanization of farm 
operations are requisites for exploiting Ontario's potential. 


Tobaceo production requires melatively darge current outlays 
ofr Funds;, of which ther principal source) has’ been bank doans'. Under 
the acreage control and pricing programs bankers have had a reasonable 
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measure of security and bank credit has been extended freely ito most 
growers. With an imbalance of production and markets the security 
provided by these programs tends to disappear and bankers must rely 
on other security and the dependability of the grower as a borrower 
and as a tobacco producer. The Committee believes that either with 
or without a control program, the availability of working capital 
Will be based upon individual assessment but that efficient and 
reliable growers generally are not likely to suffer from lack of 
credit facilities. Thus the Committee considers that Ontario has the 
land, skills and finances for virtually unlimited expansion of 
production. 


Production Potential in Otner Provinces 
ee eee ee VV LS POE ICe 


The greater portion of Ontario flue-cured tobacco production 
is utilized in the domestic market. Therefore, the Committee 
considered other sources of flue-cured tobacco for the domestic market 
in order to appraise the effect on the Ontario potential. It would 
appear that at present Ontario price levels the SXLSoIne Larirt 
structure provides sufficient protection against foreign competition. 
Flue-cured tobacco leaf imports have been nominal and imported 
cigarettes also represent an insignificant fraction of Canadian 
consumption. Competition for domestic flue-cured markets is most 
likely to arise from other provinces. 


Flue-cured tobacco production in Quebec has been carried on 
Since 1936. About 5,500 acres were planted in 1963, about the same 
as cS years ago. Over the years, prices and in particular acreage 
yields have lagged well behind Ontario. While 1962 production, 
estimated at 7,000,000 1b., was the highest ever obtained it would 
appear that production in Quebec is reasonably stable. As far as 
the Committee could ascertain no surveys are available concerning the 
nature or extent of soil, climate or other factors that might 


influence expansion in the province. 


In the Maritime provinces the flue-cured PHU Ss ry, 1S. Sts I) 
in its infancy and is receiving support and close co-operation of 
the provincial departments of agriculture, tobacco buyers and in some 
instances, Ontario growers. Soil and climatic conditions differ 
Significantly from those in Ontario and it appears unlikely that 
tobacco potentials of the Maritimes can be fully exploited with 
technology developed for Ontario. 
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About 120 acres of tobacco were: grown in 1963 on five farms 
in the Richituchu area of New Brunswick which is on the east coast 
bordering the Northumberland Strait. It is estimated that there are 
about 20,000 acres of similar cleared land in the area, where 
forestry and fishing are the main industries, labour is in surplus 
supply and few alternative land uses are available. Despite these 
incentives, tobacco growing would appear less likely to expand in 
New Brunswick than in other Maritime provinces. 


In Nova Scotia, flue-cured tobacco is being grown near 
Canning in the Annapolis Valley, an area long famous for apple 
proguction,.-Thesland, whichsis,uniform,inutexturenbut.volling«in 
topography, sells for about $200 per acre. The 220 acres of flue- 
cured tobacco planted by eight farmers in 1963 represents an increase 
from.65.acres sin 1}961 .and.lS6,acres <in.1962s.«Tobaceopis».ilooked on as 
a promising additional cash crop and is being produced on farms where 
other operations have been regarded as among the most successful of 
thevares.. -Yiebds Of xupebO+hp4O00,bbivper acre in L96Cuabyprices 
comparable to those in Ontario, would suggest an incentive to expand 
production. |The area of land suitable for tobacco is estimated .to be 
about 10,000 acres. Labour.is reported to be in good supply. 


Wie race *Olinereasewan-copacc®o “Culture am rrince Edward 
Island is illustrated by the annual acreages. From 100 acres in 1961 
iG expanded 90 5.c0 wacres cin thIG62 sand ra stota lof -4A70racresepianteddon 
25 farms in 1963. The majority of growers are from the tobacco 
growing areas of Ontario. Production is undertaken in three widely 
separated areas with the greatest concentration in the south-eastern 
pant..of athe Isiand..«.-The,.sold poformed mainly .fromereddishsesandstone, 
is..iow in. fertility and somewhat. acid... The.rolling Gopography 
faciii48 Fes, voir dradnage..* .and, is,rneadily wvablbable yatiprices for 
a 100 acre farm ranging from $3,000 to $6,500 depending on the 
conditionuot buildings. It was reported to the Committee-that a 
number of Ontario growers had recently obtained options to purcnase 
or had purchased some of these farms. 


Local ‘estimates of the area “of adaptable soils in favour- 
able~ciimavic zones! or *vobacco ‘rariged™ trom 50,000 to’ 95,000 "acres. 
Labour ‘supply is’plentiful and “the Trost-free period on the Island is 
considerably longer than other areas in the Maritimes where tobacco 
growing is undertaken. However, prolonged cool spring weather that 
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characterizes all of the areas will probably require adjustment of 
transplanting dates. 


There are no acreage restrictions’ in the Maritime provinces, 
land is plentiful and cheap, labour is abundant and wages are lower 
than in Ontario. Some of the disease and insect problems prevalent 
in Ontario do not have to be reckoned with and hail is not regarded 
as an appreciable hazard. As yet, bank credit to a Maritime grower 
is not extended on a scale comparable with that in Ontario. 


To date most of the tobacco produced in the Maritimes has 
been purchased by one buying company under the barn buying system. 
Other buyers, while apparently interested, have not participated 
because of limitations imposed by shipping arrangements. No 
processing facilities are available and hence the tobacco must be 
shipped in sorted form to central Canada for re-drying. Nonetheless, 
close supervision during stripping operations has been provided by 
government officials and the quality of sorting and preparation for 
market is reported to be commendable. While Maritime tobacco lacks 
some of the desirable qualities for which Ontario production is 
distinguished, the Committee was told by a buyer's representative 
that it contains leaf with desirable textural characteristics seldom 


found elsewhere. 


It would appear that as long as Ontario flue-cured production 
is confined to high-priced farms and contains the present high labour 
cost component, Maritime growers will have enough advantage in the 
domestic market to provide the incentive for continued and rapid 
expansion. Once processing facilities are available, direct ocean 
transport should provide a significant advantage over Ontario in 
export trade. Thus, while the immediate threat of Maritime 
competition is not great, in the longer term it must be seriously 
considered. 


Domestic Market 


Domestic usage of flue-cured tobacco has increased sub- 
stantially over the years and this has resulted in the carrying of 
larger stocks of unmanufactured ieaf. ‘Duration of stocks' (viz. 
the number of months supply held calculated on the basis of current 
usage) has not varied appreciably. The following table reflects 
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re-dried leaf stocks taken for manufacture for selected crop years 
ending on September 30, and the related inventory positions and 


durations. 
RE-DRIED FLUE-CURED LEAF TOBACCO TAKEN FOR MANUFACTURE 


AND ON HAND, CROP YEAR ENDING SEPTEMBER 30 
FOR SELECTED YEARS 1936-1962 


Stocks 
Crop Taken for on hand 
year manufacture sept.: 30 Duration 
(thousands of 1b.) (months ) 
oo 26, 867 SOvico i i ek) 
1941 40,193 77,497 Gowe 
1946 Gi Ua 76,450 chal 
Le oe Si 200 174 Cae 20.8 
4956 105,554 Looe 426 Loy C 
1957 102, 406 L24, 520 14.6 
1958 105,084 141,929 Oe 
ibs keys] PLO. 1o4 158, 411 ee 
1960 110,069 1355 O96 14.6 
1961 Lads 2 174,626 1:63 
1962 lea yr 8 eK 181, 846 Tee ees) 


Flue-cured tobacco constitutes about 90% of all tobacco 
used in domestic manufacture. Its principal uses are in the making 
of cigarettes and cut tobacco and, while other types of tobacco are 
used in the manufacture of these products, the amounts are insigni- 
ficant.in relation, to flue-cured. 


Approximately 85% of tobacco consumed in Canada is in the 
form of cigarettes, and the per capita consumption has increased by 
about 400% over the past 30 years. On the other hand, per capita 
consumption of cut tobacco has declined. Total consumption of both 
of these products reflects the growth in the Canadian smoking 
population, particularly over the past ten years. This is indicated 
in the following table which is based upon tax-paid withdrawals for 
consumption in Canada, as indicated by the sale of excise revenue 
stamps, and upon total population aged 15 and older. 
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Cigarettes Cut Tobacco 
Total rer Capiva Total Per capita 
consumption consumption consumption consumption 
(millions (units ) (thousands (163) 
of units) Gi ie) 
12351 4,933 640 16,458 CHOC 
1941 Geo oe 1034 24,915 oO 
i951 15,001 1606 fa reas Ei OO) 
1956 26,998 2487 CLecOS £295 
1364 56,699 3044 Cé4Ou eS 
1962 58.595 3154 LoyoOS 1.84 


The trend towards increased cigarette consumption continued 
in 1965, with per capita consumption estimated at.3,240. Projections 
of the trend would indicate that by 1970, per capita consumption of 
cigarettes should reach 4,000 although economic and health consider- 
ations may change the trend. 


The usage of flue-cured tobacco has not kept pace with the 
increase in cigarette consumption. In the past decade there has been 
an increase of approximately 90% in the number of cigarettes manu- 
factured annually. In the same period, the increase in re-dried 
stemmed weight of leaf entering annual cigarette manufacture was 
slightly more than 20%. This disparity arises from two principal 
causes, viz. the rising use of filter tip cigarettes, with consequent 
reduction in the amount of tobacco in the cigarette column, and 
technological innovation by manufacturers which has resulted in 
improved operating efficiency and fuller utilization of leaf. While 
much of the impact of these changes has now been absorbed it seems 
likely that some disparity will continue in the future. Allowing 
for the trends in per capita consumption, increased population and 
tobacco per cigarette, statisticians of the Canada Department of 
Agriculture estimate the 1970 domestic requirements for flue-cured 
tobacco to be about 165,000,000 1b. green weight, an increase of 
about one-third over present requirements. This does not take into 
account possible effects of health and economic considerations. 


Smoking and Health 

Cigarettes: have’been indicted as a. menace’ to public health 
for more than a decade. Despite this more people, including Canadians, 
have at least up to the end of 1963, been smoking more cigarettes than 


ever before. 
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There has been considerable controversy over whether or 
not the case against smoking has been proved. Reports of the Royal 
College of Physicians in the U. K., of various national health 
societies, and more recently, of the Surgeon-General of the U. S., 
all indict smoking as a serious health hazard. The earlier reports 
received wide publicity but apparently had little effect on Canadian 
consumption. Nonetheless, the Canadian Medical Association has 
agreed that smoking constitutes a health hazard. At a National 
Conference on Smoking and Health called by the Minister of National 
Health and Welfare in late 1963, a majority of provincial delegates 
concluded that action should be taken to curb smoking. 


Measures have been taken in the United Kingdom, Italy, 
Denmark and other countries to restrict advertising of cigarettes 
but the long-term effect of the restrictions cannot be determined 
at the present time. However, should these or other restrictions 
which may be imposed result in permanent reduction of smoking in any 
flue-cured market, competition for remaining markets can only be 
intensified. Further, it is clear that the health hazard controversy 
has been a significant factor in the development and promotion of 
filter. tip cigarettes and the resulting reduction in tobacco content 
per cigarette. It is evident that the use of filter tips is 
increasing throughout the world as well as in Canada, where filter 
tip cigarettes represented more than 55% of consumption in 1962 as 
compared with 6% in 1955. 


In the opinion of the Committee there is not sufficient 
information available at present to estimate the future effects of 
this controversy upon the flue-cured industry. 


Taxation on Domestic Tobacco Consumption 


The burden of federal tobacco taxation on consumers 

exceeds $400,000,000 annually. This amount represents about 1% of 
the Canadian Gross National Product for 1962. Federal taxes on a 
package of 20 cigarettes amount to 19.9¢, which is more than one-half 
the retail selling price. In addition, all provinces except Alberta 
levy either a tobacco tax or a general sales tax on tobacco products. 
Thus the total tax paid by the consumer on a package of cO cigar- 
ettes ranges from 20¢ to 24¢, depending upon the province. 
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It is apparent to the Committee that fiscal expediency 
rather than equity has been the controlling factor in tobacco 
taxation. Tobacco taxes provide a source of revenue comparatively 
simple of administration and at relatively low collection costs. 
Moreover, the amount of the tax obligation is concealed in the 
purchase price and hence is generally unknown to the purchaser. 


While a reduction in tobacco taxes, if passed along to the 
consumer, would likely increase consumption, it appears highly 
unlikely that such a reduction will occur. ‘“Ornethe contrary, svnere 
have been recent indications in the press that some municipal 
governments are intending to enter the field of tobacco taxation. 
Moderate tax increases may not seriously affect consumption but the 
Committee considers there is little hope that domestic demand for 
flue-cured leaf will be increased through abatement of taxes. 


World Tobacco Situation 


Tobacco of various types is now produced in more than 80 
countries throughout the world and it is estimated that total world 
consumption is rising at about 5% per annum. Recent estimates of the 
Foreign Agricultural Service of the United States Department of 
Agriculture put 1963 world production of all types of tobacco at 
about 9,200,000,000 lb. (farm weight which is about 10% higher than 
re-dried weight) as compared with 8,600,000,000 lb. in 1962. | 


Flue-cured tobacco now accounts for about 35% of world 
production as compared with an average of about 20% for the period 
from 1935° to 1939% “ Worlid™’production of Ilue=cured “tobacco” in “1963 
is estimacved by the U.S°D-A. at 3, 200,000,000" 1b. 5 “about: the same as 
in 1962. The United States has consistently been the leading 
producer). consumer) and exporter of flue-cured |tobacco.,. Prior to the 
Second World War, the U. S. accounted for an estimated 65% of world 
production and 90% of world exports. Currently the U. S. accounts 
for about 40% of world production and about 50% of free-world 
exports. 
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Flue-cured production now takes place in more than 50 
countries. According to the U.S.D.A. estimates, the major producers 
are as follows: 


ESTIMATED PRODUCTION OF MAJOR FLUE-CURED TOBACCO PRODUCERS 





1961 1962 1963 
(mijadonssof: 1b. 
farm weight) 


United States pte 1,408.4 LL oGe el 
Rhodesian Federation E90.0 254.4 TIS. 6 
Japan ny gn LOOKS 200.0 
Canada Loo. 4 TO Wino LBs. f 
India 154.6 UG. o 147.5 
Brazil Aco 2 OS clad 

All other countries 
mie luding Mainvand’ China ece. 1 943.0 i O50. 6 
balou Oye Wed abe 


Some of the flue-cured producing countries do not export 
tobacco. World trade in flue-cured tobacco is dominated by United 
States, Rhodesia, India and Canada. However, an increasing number of, 
countries now produce more than their domestic requirements of flue- 
cured tobacco and are attempting to capture export markets. Along 
with the rising number of surplus producers many deficit nations are 
attempting to become self-sufficient, or at least partially so, with 
the result that remaining export markets are becoming increasingly 
competitive. 


Export Trade 


The undernoted table sets out, for the four principal flue- 
cured tobacco exporters, the total re-dried weight of flue-cured leaf 
exported annually from 1958 through 1962. These four countries 
account for more than 90% of free-world flue-cured leaf exports. 


RE-DRIED FLUE-CURED LEAF EXPORTS OF MAJOR PRODUCERS 


Average 

1934-1938 L958 1999 1960 1962 1962 
(millions of Ib. 
re-dried weight) 


United States SLO oO S907 OTos tee aor ea BOrVo® §575t4 
Rhodesian Federation 20: © 1 t6u7me W492 4nd G42 Bs 1062 .6-+389.9 
India 14,0 90.4 66.6 S240 TO.) a8, 6 


Canada | (oe8 Ct ee Ole 34.5 37.4 46.8 
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It is apparent from the above table that during the past 
25 years Rhodesia and India have been much more successful than 


Canada in their penetration of export markets. In particular 
Rhodesia's success has been spectacular as it has captured an 
additional 20% of the world market since 1934-1938. 


The United Kingdom is and has been the principal export 
market for these four major producers, followed by West Germany and 
other Western European countries. In past years the U.S.S.R. is said 
to have obtained most of its flue-cured requirements from China, 
although substantial purchases were made from India during 1962. 

While sources as well as quantities of imports vary from year to year, 
the following table, showing distribution of 1962 exports of the four 
major flue-cured producers, is indicative of the major flue-cured 
markets and Canada's share thereof. 


DISTRIBUTION OF 1962 EXPORTS, MAJOR FLUE-CURED PRODUCERS 





United 
states Rhodesia India Canada 
(re-dried weight - thousands of 1b.) 
United Kingdom 90,040 80,766 Shy o8 34, 467 
West Germany Bo, SOG ZowmwOS - Dato 
Netherlands 9. J1-90 2 yee Cyooe 1,124 
Italy 14,528 10.499 ~ ~ 
Belgium eee Omiacy COLO mie 
isn Republic Cie t 194 a eS, 
Other West European 44,421 LA po2l 5290) apes) 
LDS arte ar 2,945 34,747 <4 
Other Soviet Bloc - - 299104 - 
Japan 24,071 6,924 oo - 
Australia Gdo6b0 4 beg ~ Ue 
All Other Countries 62, 264 CO, LOO CONG Spates 
Total Di Deo ao Leo -936 ecto o 46,804 


Canada has been a consistent supplier of flue-cured tobacco 


to small markets in the British Carribean and periodically has supplied 


other markets including the U. S. with relatively small quantities: 
However, Canada's only continuing major market has been the United 


Kingdom. 
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Evaluation of prices received by. various producing countries 
is complicated by the fact that the quality of their lear is not 
strictly comparable. Further, innumerable and shifting variations in 
quality characteristics, changes in consumer demand as well as 
differences and uncertainties of taxes and import duties and of trade 
arrangements prevent a true reflection of price in relation to quality 
Or teal from the various countries. ‘In elfect, there Ts no’ comparable 
world price for tobacco as there is for many other commodities. Thus, 
the following table serves only to indicate the average price level 
OL pimports into the United Kingdom,” the’ major market or all’ Tour 


principal producers. 








Stripped Leaf Unstripped Leaf 
1960 TIGL Tso2 160 E61 Ielsys 
(pence per 1b. exclusive of duty) 
United States CES Cleo 78.6 Toe 74.9 TASS 
Rhodesia GAr7 6g...9 66.4 6an6 65.4 BziEs 
India 5o5 7 54.4 54.1 34.5 Sas 5O4 
Canada f O17, (psea@) Ws £5 erp: 65.0 64.5 


The Committee held discussions with the Tobacco Advisory 
Committee of the U. K. and with individual importers and manufacturers 
in une: U.K. ana in West Germany. In "botn countries, criticism was 
directed at acreage control, the minimum price system and the 
deterioravion in quality and “handling of the crop.” “However, the 
general impression was gained that Ontario tobacco is liked for its 
basic characteristics although concern was expressed about continuity 
of supply and price. The view was also expressed that to improve 
export markets, Ontario must produce a crop of sufficient size to 
give existing and potential customers assurance that they will be 
able to buy a consistent and possibly increasing quantity each year. 
Further it was pointed out that usage of Canadian tobacco might have 
been much greater if there had been enough of the types the export 
buyers required and that Ontario growers had not surveyed the market 
potential. 

The principal competition that Canada must meet in the U. K. 
and West Germany, as well as in most other markets, is from the U. S. 


and Rhodesia. 
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ome quality characteristics .of U. S..leaf set the world 
standard despite reported quality deterioration in recent years. 
However, the U. S. production control system and support program has 
resulted in continual upward pressure on prices and has been a major 
Pactor in the decline in the U.S. share of world markets, Strong. 
government support for U. S. export trade is provided through the 
Foreign Agricultural Service of the Department of Agriculture which 
promotes the sale of tobacco abroad, provides a flow of information 
on developments on competition and marketing opportunities and works 
on trade agreements. U. S. tobacco exports are also assisted by the 
provisions of the Agricultural Trade Development and Assistance Act, 
known as Public Law 480. This legislation provides for the sale of 
topacco for foreien currencies, the barter of tobacco for strategic 
materials and long-term crédit arrangements. In the face of .mounting 
competition and substantial overproduction the U. S. tobacco export 
promotion program, already large, has been continually increasing. 


Rhodesia, with a small domestic market, has followed a 
policy of aggressive export expansion since shortly after World 
War II,,. when, dollar shortages led the British tobacco manufacturing 
industry to encourage greater production of suitable leaf in the 
sterling area. Since 1947 the Rhodesian industry and U. K. manu- 
facturers have entered into a series of 'London Agreements' which 
permitted Rhodesian production to expand with safety. Under the 
current agreement, U. K. manufacturers provide continuing estimates 
of requirements for three years ahead on the conditions that prices 
ere: reasoiapie, wne dqualluy rignt and U.K. demand does mov fall. 


An organization called The Tobacco Export Promotion Council 
of Rhodesia and Nyasaland was formed in 1958. This Council comprises 
a chairman selected by the Minister of Agriculture in consultation 
with grower and buyer associations, two members chosen by the Minister 
for their wide knowledge of finance, commerce and industry, one grower 
member chosen by the Minister and two grower members selected by the 
growers. Financed by the growers, this Council promotes the sale of 
Rhodesian tobacco abroad through a wide range of activities such as 
trade missions, leaf exhibitions, establishing and maintaining trade 
contacts, and undertaking negotiations under the current 'London 
Agreement'. Success of the organization is evidenced by steadily 
increasing Rhodesian exports. 
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Until recently, development of export markets for Ontario 
tobacco has been handled almost exclusively by the buying companies. 
Except for the United Kingdom, no substantial export market has been 
developed by the buyers. Among other factors, barn buying, production 
geared to domestic buying and, latterly, the price structure limited 
Ontario's ability to compete with other producing countries. However, 
in the past five years the Board has been increasingly aware of the 
need to expand export markets and the failure to do so in the past. 
One result has been that Board members commenced visiting potential 
and existing markets and other producing areas. It would appear that 
such trips did not make any significant contribution towards increased 


exports. 


Earlier in this report reference was made to a tobacco 
trade mission organized in the fall of 1963 by the Department of Trade 
and Commerce. This mission visited importers and manufacturers in 
France, Italy, Bulgaria, Austria,’ Poland, Russia, Israel and the 
United Arab Republic to stimulate interest in Ontario tobacco. Not 
only did the mission achieve some success in selling tobacco but also 
it demonstrated the facilities and resources of the federal govern- 
ment available for promoting export trade. It would also appear to 
have given rise to the proposal for the formation of an export 
promotion council that would be comprised of growers, buyers and 
government representatives. This proposal has been approved in 
principle by the Board. 


There are many barriers to the free flow of flue-cured 
tobacco in world trade. For example, mixing regulations designed to 
limit the use of imported tobacco are imposed in a number of countries 
where attempts are being made to develop flue-cured tobacco production. 
Dollar” allocations, such as existed in the U. K. until 1960, and 
long-term purchase arrangements, such as the 'London Agreement', also 
restrict export development. Other barriers such as bi-lateral 
trading arrangements, import licensing, monopoly practices and 
preferential tariffs also influence world trade in flue-cured tobacco. 


To some importers, continuity of supply is of primary 
importance while to others price is the principal consideration. 
Moreover, entry into a new market is not always made on equal terms 
with those already supplying that market. Prices must be more 
attractive than those of known suppliers and at first deliveries are 
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likely to be small in quantity because tobacco manufacturers have 
said they will not endanger their blends by altering substantially 
the. source of ingredients. 


World production capacity, already greater than demand, is 
rapidly increasing. Along with tariff and non-tariff barriers and 
the difficulties inherent in establishing a new market, there is 
increasingly intense competition for world flue-cured markets. It is 
impossible to predict what success a concerted export development 
program for Ontario tobacco might accomplish. However, the Committee 
believes that the only prospect of future prosperity in the flue- 
cured industry lies in the expansion of export markets. 


Conclusions and Recommendations 


Total existing basic marketable acreage in Ontario would 
produce (at a yield of 1,600 1b. per acre) a crop of about 250,000,000 
1b. green weight or about double the present flue-cured tobacco 
requirements of Canadian manufacturers. Exports at the existing level 
require less than 50% of the difference between 250,000,000 1b. and 
domestic requirements. Severe acreage quota restrictions have been 
imposed on growers in recent years in an attempt to achieve a balance 
between production and demand but, despite this, the Board is holding 
unsold tobacco. 


The Committee believes that the best and only real road to 
prosperity for Ontario tobacco producers lies in expansion of export 
markets. Tobacco exports amounted to $34,000,000 in 1962 and any 
significant increase would make a valuable contribution to the economy 
of Ontario. It is in the interests of the people of Ontario and of 
Canada, as well as the tobacco farmers, that all practical steps be 
taken to obtain additional overseas markets for tobacco grown in the 
DPONI ce. 


It is clear that buying companies have had no outstanding 
success in promoting foreign sales of Ontario tobacco and that 
sporadic trips by Board members have not made a significant contri- 
bution. This is borne out by the fact that Canada's exports of flue- 
cured tobacco only increased from 27.7 million lb. in 1958 to 
46.8 million 1b. in 1962, whereas in the same period the exports of 
Rhodesia increased from 116.7 million 1b. to 190.4 million 1b. 
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While. other, factors contributed to the.spectacular success. of. the 
Rhodesian export campaign, it is significant that Rhodesia imposes 
NO~producw ion or. price Conteels. 


In the opinion of the Committee, the development of export 
markets for Ontario flue-cured tobacco requires co-ordinated action 
by growers, the buying companies and the appropriate departments of 
the federal and Ontario governments. The Canada Department of Trade 
and Commerce, with representatives spread throughout the world, has 
demonstrated its willingness and ability to assist in export pro- 
motion. iIn.this, connection, proposals have. been made.for the 
formation of.an export. promotion council comprised of grower,,. buyer 
and government representatives. 


The: Committee is of the opinion that the proposed tobacco 
export promotion council should be established as an advisory group 
consisting of both federal and Ontario government representatives 
and buyer and grower members of the tobacco advisory committee. In 
the, View of, the Committee, the role of such. ascounci lis, to.assure a 
co-ordinated approach by growers and buyers in export promotion 
activity and also to assure full and integrated use of the trade 
facilities. of both, governments. sine wcounci |. might also.anyolve 
co-operative trade and government action in the negotiation of 
foreign tariff arrangements, trade agreements and forward purchase 
commitments....In particular, every. effort should, be made, to,.negotiate 
long-term agreements with United Kingdom and other foreign customers 
for an increasing supply of Ontario leaf. 


The Committee also recommends that the Board should engage 
one or more competent individuals to serve on a full time basis as 
overseas tobacco representatives. Such a representative should work 
with government foreign trade representatives abroad in establishing 
and maintaining connections with existing and potential customers; 
assisting buying companies in negotiating sales and agreements; 
collecting and interpreting market data on such matters as competitor 
activities and consumer trends; and generally promoting Ontario 


tobacco in overseas markets. Unquestionably such a representative 
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would be difficult to locate and maintenance costs would be substantial. 
Nonetheless, it would be well worth the cost to growers if new markets 
could be obtained and sustained. 


It has been recommended in this report that the Board should 
conduct continuing surveys and appraisals of domestic and foreign 
markets in order that growers may have the best information possible 
in planning production. While much information is available through 
such sources as the Commonwealth Economic Committee and the United 
States Department of Agriculture, the Committee considers it 
imperative that data be collected through Canadian overseas tobacco 
representatives and trade offices. In the view of the Committee it 
is also essential that relevant information concerning crop prospects 
or other intelligence should be disseminated to foreign trade offices 
on a regular basis and that this should become an important part of 
the Board's information process. 


The Committee is of the opinion that the formation of an 
export promotion council is necessary and that the establishment of 
overseas representatives would be valuable in the promotion of 
exports. However, their success must be contingent upon other factors. 
As recommended elsewhere in this report, production control should be 
abandoned to permit optimum use of land and facilities and prices 
should be allowed to find their own'‘levels. Production practices 
should be improved and effort directed to more economical production 
of leaf of types desired in foreign markets. . These are all requisites 
to a sustained export drive. 
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MINORITY REMARKS OF MR. LAWRENCE KERR 
PRODUCTION CONTROL 


Production controls in this industry have been relatively 
new and untried. They have probably been subject to abuses and 
certainly have suffered from a change in the governing organization. 
They have been administered selfishly and not too consistently. The 
public interest has had little influence on the level at which 
production has been controlled. In spite of these correctable 
defects they have brought an unusual degree of stability to the 
industry. They have created capital values in the community. They 
have brought the producers an average income comparable with the 
provincial average and roughly double that of most other agricult- 
ural “producers. This is a remarkable record. 


There are two key points in the case against the use of 
improved controls in the future. 


a The Rhodesian industry has been successful in 
capturing an expanding share of the export 
market. . 


It might well be contended that the Rhodesian successes have been 
based on the opportunity to cadge upon American and Canadian regu- 
lation of production. The ability to continue to reap where one 
has not sown is dependent upon the condition that others will 
continue to sow. If in Ontario one-quarter of the producers had 
been free to produce at will, while three-quarters were controlled, 
the outstanding success of the small group might be even more 
remarkable than the Rhodesian accomplishment but it would be 
entirely dependent upon the restraint of the majority. Removal of 
restraint from the Canadian group of producers for the world export 
market would tend to threaten the stability of that market. 
as The higher incomes resultant from production 

control have tended to be capitalized in 

increased land values where they become a 

continuing cost of production. 
It is imperative that these costs should not be permitted to 
increase further. If it is considered desirable to gradually reduce 
the real estate value of land with quota rights, the most orderly 
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Remarks 
(Cont'd) 


means of doing so is by decision to moderately increase production 
and exports while retaining a free market, as in the 1963-64 
season. Without retaining controls it is hard to envisage how real 
estate values could be reduced in an orderly manner, or how they 
could be reduced without great individual and community hardship, 
and resultant political uproar. 


Production control by means of market information alone 
has an inherent weakness in the unpredictability of producer 
reaction. a\‘There has always ‘been a strong tendency for farmers to 
try to maintain individual incomes by producing more when the 
markets falls. this tomthermpoint of Tinancial ruin-to™producers and 
wide-spread community setback. 


The Ontario industry must be prepared to face three 
future possibilities. | 


First Thag the snodustry will continue to meet a stationary or 
gradually rising level of market demand. 


secondly That the consistently adverse medical reports emanating 
in one country after another may leave us with a diminishing 
domestic and export market. 


Thiraly that. powarseal upheaval in. Southern’ Rhodesia might occur:. 
In this eventuality, Ontario would have opportunity to greatly 

expand her exports. An industry so demanding in its capital, require- 
mente and so exacting in its labour requirements. would need the 
Stapeiity and the assurance .of production controls to expand rapidly 
and soundly in such a situation. 


Whatever the over-all future of this industry, there will 
be need that informed ,.judgment. of future requirements be made. 
These informed judgments may prove of little value without 
preduct ion” control. saTnere .probablmiwiblebe years when it will, be 
in the public. interest to expand production. Controls appear 
highly useful in ensuring that such: increases are kept within the 
bounds of sound public interest. There probably will be years when 
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informed judgment will indicate a reduction of production to be in 
the best public interest. Without controls such a reduction is 
unlikely to be fully accomplished. If partly accomplished, it 1s 
unlikely to be equitably shared. 


It is agreed that the export market presents a challenge 
and an opportunity to the Canadian flue-cured tobacco industry. In 
order to compete on the export market, Ontario must produce a 
quality product, must produce efficiently, and must present. the 
prospect of stability in anticipated levels of future production. 
This type of stability has been accomplished in both Oncario. tiue— 
cured and Ontario burley tobacco production throughout almost 
thiervwereare.oL control sexperience. ICU .never existed or showed 
possibility of developing previous to the use of controls. The 
present system, although obviously imperfect, has provided-a cou- 
sistently available supply of experienced and efficient people both 
as growers and as seasonal labour. It has provided a consistent 
supply of capital at rates extremely reasonable in an industry with 


such high risks. 


The ability to control next year's production has a strong 
tendency to lend support to this year's market. Thiseabdality gives 
to 4,500 scattered individual procucers a measure of the economic 
strength enjoyed by buyers and Canadian manufacturers because of 


their smaller number and dominant position in the industry. 


SUGGESTIONS: 


ie Continuance of a free market as in the 1963-64 season. A 
free market should be accompanied by a sound form of government 
deficiency support. 


ae The co-operation of procucers, buyers, Canadian manufact- 
urers, and government appointees in determinune: productiom~devels. 


Dis The appointment of a standing committee, COnMstitvuved' as 
above, to study controls and their improvement. 
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OUTLINE OF COMMITTEE PROGRAM 


In the course of the Committee's inquiry into the 
production, marketing and manufacture of Ontario flue-cured tobacco, 
public hearings were held in the producing areas, research and 
historical literature was examined and original research was con- 
ducted. Comparisons were made with the tobacco situation and 
procedures in other producing provinces and in other countries and 
discussions were held with individuals and groups having varied but 
definice interests in the industry. 


The Committee arranged two series of public hearings at 
which interested individuals or organizations were given an 
OpPOLCun Uy LO. present Theimaviews.. .lNe sist series was. held in 
Port Hope, St. Thomas and Delhi and the second series was held in 
Simcoe. A list of the briefs presented is given at the end of this 
outline. The discussions at the hearings received a great deal of 
attention not only among the people in attendance but also in the local 
and national press. The proceedings at Delhi and Simcoe were 
carried, Ji mudiwoever the Mocalsradio’ station, “It 4te° believed that 
this public exchange of views respecting the industry made possible 
several improved marketing procedures for the 1963 crop. 


The work of the Committee was facilitated by special 
studies undertaken ons ive  beboadi. by. Mr. L. Ss. Vickery, Superinten- . 
dent of the Delhi Experimental farnm,, Dr. B. C. Mathews, Head of the 
Soil Science Department, Ontario Agricultural College, and Dr. M. A. 
MacGregor, of the Department. of Agricultural Economics, Ontario 
Agricultural College. 


The Committee visited Great Britain and West Germany to 
discuss the requirements of these export outlets and to acquire 
information ‘concerning acceptability of Ontario tobacco and the 
marketing methods used. Visits were also made by the Committee to 
Washington, DD. COC. and North, Carolina. tO,revieweene. procedures from 
which manyoot« those*imused in: Ontario were: copied and -to obtain 


a 


informed opinions on the U. S. and world tobacco situations. 
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Outline 
- 2 - CCornwad. |} 


The Chairman and Secretary visited the tobacco production 
areas in Quebec and the Maritime Provinces to assess their production 
potential. The Chairman accepted a personal invitation from the 
Tobacco Export Promotion Council of Rhodesia and Nyasaland to visit 
Southern. Rhodesia at the Council's expense. This afforded him the 
opportunity to attend two international tobacco congresses and to 


observe recent developments in the Rhodesian tobacco industry. 


Members of the Committee have talked to literally hundreds 
of individnels Bmeluding: crowers,) buyers, processors, bankers, 
manufacturers, government officials, university professors and others. 
Full co-operation was received from all segments of the industry and 
generous assistance was freely given by those consulted im countries 
other than Canada. To all persons who have assisted the Committee 
in carrying out its extremely difficult task, the Committee wishes 


to express its sincere appreciation and thanks. 


tist of Briefs Presented at srubiac Hearings 
(a) Growers at Port Hope 


Durham and Northumberland Flue-Cured Tobacco 
Growers Assoctacion =— HH.” K. Long, Secretary 

Freelance Growers of Ontario - Ervin Robbins, 
Reh Gratton 

Fred Moore, Port Hope 

pe’ G. Newell, Bon.4, bowmanville 


(bo) Growers at St. Thomas 


Paul Adter “Run. 4, Lili sonburg, 
E. Albrectus, Mount Bridges, 
emebehalf of seventeen growers 
Kari, Bh, Dedecker, miek.2, Vienne 
NackrGaelajdattBerids) Mounts Bridges; 
Onnbehaif Prof tharteenrecrowers 
Foheyodneram, R.Rw6, Aylmer 
BrnesctfheitchgeRThReAs Putnam 
George Lysy, Tillsonburg 
Pen Wy Schléthaufs, il RiRs2, Rodney 
fcag stadt, Jc. 5 ke nwa, Leamington, 
on behalf of ten growers 
Peter: Steyaert, R.R.S, Aylmer 
LyelefaibvandrStanley CacSmith, “Rort) Burwesd 
Anthony Varga of Varga Farms Ltd., Tillsonburg 
Frank J. Vegso, RR.S, Strathroy 
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(c) Growers at Delhi 


Crateerpee lt, R,R.c, Glen Meyer 
Sten vaueustine, Roo. Tillsonburg; 
on behalf of forty-two growers 
Joseph Bosnjak, R.R.3, Burford, 

on behalf of forty-three growers 
Ardy. Duday, "Hu b.o,. “Bvereny 
Bert Demsey, Windham Centre 
Caprice DeMunch; avet Ose burr ord 
Aime D'Houdt, Waterford 
Joseph Eppel, R.R.1, Courtland, 

on behalf of four growers 
Rreg Wo Vans, Rehuc, -wangeton 
Emiel Gevaert, R.R.1, Windham Centre 
Namie rim isc ee De de 

on behalf ‘of a group of growers 
WYer ire. kn. L, ote Ll Ooms 
Rien herecuuri, JPa, burLord 
G@larence Locker, hanel,, ovrarfordville 
Esko Makela, R.R.6&, Simcoe 
Andrew Malo, R.R.4, Simcoe 
ZOLtvaneMeate,, bon. ess vole sse 
Steve Mouz, nemo ler Never 
W. McMain, R.R.4, Brantford, 

on \behalf of seven growers 
Harold Mortier, R.R.1, Courtland 
Ancnony Pret. sate, ov. wolllanes 
RusseiwmeSagce, ke. Rasy; Thllscnburg 
Hohn SOL a lua, cuore iss eV Lenn a 
JOM sonarus, Nene er Ce uOn, 

on behalfrof Miour tgrowers 
h.Oh Swieeum, WR, Bright 
Ria he Ven Loon GeV Or & 
Wo-kR- Walls > Simeoes 

on behalf of twenty-two growers 


Simcoe Hearings 


E. D. Allen for Canadian Leaf Tobacco Company Limited 

George W. Demeyere for The Ontario Flue-Cured Tobacco Growers' 
Marketing Board 

John H. Hodge for Hodge Tobacco Company of Canada Limited 

Reece Holloway for Simcoe Leaf Tobacco Company Limited 

D. E. Kearney for Imperial Leaf Tobacco Company of Canada, 
Limited 

S, B. Lassiter, Jr. for British Leaf Tobacco Company of 
Canada, Limited 

Arthur Lougheed and Dr. H. D. Tate for Naugatuk Chemicals 
Division of Dominion Rubber Company Limited 
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Written Submissions Not Presented at 


Public Hearings 


Perry Abbott; R.R.1, Scotland, on behalf of ten growers 
F, K. Ashbaugh for Lake Erie Tobacco Co. Ltd., Tillsonburg 
Herman Atkins, R.R.2, Port Burwell 

Bert Belaza, Jr., R.R.1, Courtland 

Mrs. J. Borbely, R.R.1, St. Williams 

G. G. Bramhill for Norfolk County Chamber of Commerce 
Teneatz Braun, A.R.4, Tillsonburg 
Robert H. Cook, Toronto 

ATex Dakés, SRéR.4; Harley 

Agnes deBoek, R.R.1, Delhi 

Nelson Domb, R.R.2, Wardsville 

Done lduti tel wrk. arley 

Helen Enickes, R.R.4, Mount Bridges 

M. P. Glover, Waterford 

Mendel Green, Toronto, solicitor for nine freelance growers 
WuC..McDowell 

James McLaren, R.R.1, Harley 

Joseph C. Michiels, London 

Roger Storp, R.R.5, Scotland 

John Vanderven, R.R.1, Walsingham 

Prudent Vanhooren, R.R.2, Glen Meyer 

Dorothy Wilson, R°R.1, Glen Meyer 


The following persons are among those who provided a great 
deal of information in personal discussions. They are, of course, 
not held responsible for any of the opinions expressed in this 
report which are the sole responsibility of the Committee. 


Ontario Department of Agriculture - Toronto 


H. M. Arbuckle, Associate Commissioner of Marketing 

Everett M. Biggs, Deputy Minister 

Carl W. Caskey, Q@.C., Solicitor 

George A. McCague, Chairman, The Farm Products Marketing 
Board 

Dr. H. L. Patterson, Director, Farm Economics & Statistics 
Branch 

G. Frank Perkin, Director, Market Development Branch 


Ontario Department of Agriculture - Other Ontario 


Dr. D. N. Huntley, Director, Ontario Research Institute, Guelph 
Jas. Pearson, Inspector in Charge (Tobacco Grading), Tillsonburg 
Roy Richards, Agricultural Representative, Simcoe 
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Ontario Agricultural College, Guelph 


Preven wn. NeaCcurceOr, Frolressor, Agricultural Economics 
Dr. B. C. Mathews, Head, Soil Science Department 


Non-Government - Ontario 


Re P. Quance, County Assessor, Simcoe 
Dr. W. R. Reek, Blenheim, formerly President, Ontario 
Aericultural College 


Canada Department of Agriculture - Ottawa 


Dr. J. A. Anderson, Director-General (Research) 

Ss. C ... arin. Deputy Minds ten 

Dr. R. Glen, Assistant Deputy Minister (Research) 

Dr. D. G. Hamilton, Director of Program. (Crops) 

Dr. N. A. MacRae, Research Branch Executive (Tobacco) 

A. W.. Oughtred,. Economist, Economics .Branch 

Ceawtias EDs eos ae areevor, (+P Lant Preduets Division 

So. 8. Wittens. Chairman, Agricultural ovlabi lization Board 


Canada Department of Agriculture - Ontario 


Dive Grew. Kock. Director,. Researchmstarion, Harrow 

Hovis Murwines Associave: DirectormaResearchotation, Harrow 

BE. E. Newton, Tobacco Experimental Station, Delhi, 
Pormnerly Chiet inspector of Tobacco Grades 

L.S. Vickery, Superintendent, Experimental Station, Delhi 


Other Federal Officials - Ottawa 


J. G. Howell, Assistant Deputy Minister, Department of National 
Revenue 

GonD.sOrr,.Combanes, Officer, Department, of ivustice 

Jtpwine Reoberas ,.obeputy Minister, Department, of Trade and Commerce 

A. ed oben ton .WwoReeiali.antyProductsr. Divisions, sbepariment? of 
Trade and Commerce 


New Brunswick 


RR.’ D.=Giibert,*’ Deputy Minister” of" Agriculture and member of 
New Brunswick Tobacco Production Committee 
S.-A, “Hitton, ouperintendent, Experimental” Parm, Fredericton 
G. D. Steeves, Tobacco Specialist, Experimental Farm, Fredericton 
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Nova Scotia 


K. Cox, Principal, Nova Scotia Agricultural College, Truro 

J. F. Mahoney, Nova Scotia Agricultural College, Truro 

J. E. Shuh, Head, Crops Department, Nova Scotia Agricultural 
Collece, Truro 


Prince Edward Island 


Keith Lacheur, Tobacco Specialist, Experimental Farm, 
Charlottetown 


Quebec 


J. Richard, Superintendent, Experimental Farm, L'Assomption 


Great Britain 


J. S. P. Armstrong, Agent General, Ontario House, London 

R. S. W. Clark, Chairman and the Directors, Imperial Tobacco 
Coms,ciegreat Britain and Ireland Ltd. 

E. F. Marritt, Director, Agricultural Branch, Ontario House, 
London 

Ca Revol. Matchett, Carreras Limited 

Sir Alexander Maxwell and the Directors, Tobacco Advisory 
Committee of Great Britain and Ireland 


West Germany 


R. E. Gravel, Canadian Consulate, Hamburg 
W. Neidel, Reemstra Tobacco Co., Hamburg 
M. Telpman, British-American Tobacco Co., Hamburg 


United States 


Roy Bennett, Tobacco Extension Specialist, North Carolina 
State College 

A. B. Davis, Agricultural Economist, Tobacco Division, Foreign 
Agricultural Service, U.S.D.A., Washington 

J. C. Frink, Vice President, Tobacco Associates Inc., Washington 

H. D,. Godfrey, Administrator, Agricultural Stabilization and 
Conservation Service, U.S.D.A., Washington 

A. P. Hassell, Director and staff, North Carolina OfTice ol 
Agricultural Stabilization and Conservation Service, 
Rateien, N.C. 

Dr. Kenneth Keller, Director and staff, U.S.D.A. Tobacco Research 
Program in North Carolina 

H. C. Kiger, Director, Tobacco Division, Foreign Agricultural 
Service, U.S.D.A., Washington, D. 0. 

H. F. Taylor, Chief, Standards and Testing Branch, Tobacco 
Division, Agricultural Marketing Service, U.5.D.A., Washington 

Dr. W. D. Toussaint, Agricultural Economist, North Carolina State 
College, Raleigh, N. C. 

OC. G. Purner, Director, Policy Staff, Agricultural Stabilization 
and Conservation Service, U.S.D.A., Washington 

L. T. Weeks, General Manager, Flue-Cured Tobacco Co-operative 
Stabilization Corporation, Raleigh, N.C. 
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Federation of Rhodesia and Nyasaland 


a' A. A. Baker-Carr, Export Leaf Tobacco Company (Central 
Africa) (Pvt.) Ltd. 

Coe be Ia wlobaccosrroducers Floor Limited 
Campbell, Chairman, Tobacco Export Promotion Council 
Duvenage, Director of Conservation and Extension 
Freeman, Tobacco Sales Ltd. 

Harland 

Hariend, Chaeairman, Tobacco Research Board and Vice- 
“Chairman Tobacco Export. Promotion Counei 

W. W. Howard, Tobacco Packers (Private ota: 

J. Jefferys, President, Rhodesia Tobacco Association 
Kilerfr 
ian COOnaloOe Director’ Of, Tomacco hesearnch 
Murray, Secretary of Agriculture 

Palmer 

Parham, Tobacco Auctions Ltd. 

Stonhill, Chief Technical.Officer, Tobacco Marketing Board 
Taberer 
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